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FOREIGN COMMERCE STUDY 


MONDAY, APRIL 25, 1960 


U.S. SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to notice, at 11:03 a.m., in room 5110, 
New Senate Office Building, Hon. Warren G. Magnuson (chairman) 
presiding. 

Present: Senators Magnuson, Pastore, Yarborough, Bartlett, and 
Schoeppel. 

The Cuarrman. The committee will come to order. 

Off the record. 

(Discussion off the record.) 

The Cuarrman. The committee this morning embarks upon a very 
important discussion, one of importance to the economy of the Nation 
as well as the whole free world, that of foreign commerce and the state 
of foreign commerce in regard to the U.S. economic position, not only 
domestically but abroad. 

The hearing is part of a comprehensive study of our foreign com- 
merce initiated by the committee some months ago. The objective is 
to develop a clear picture of our international trade position. We 
know that imports have been rising while exports have not. The result 
isa very slim balance of trade—the narrowest, in fact, in many years. 
This slump of our balance of trade has contributed very heavily to a 
disquieting deficit in our overall balance of payments. 

In these hearings, as in the study, the objective is to find out why 
our export business seems to be standing still at a time when the 
exports of other industrial nations seem to be booming. 

If we are failing to meet the competition in world markets, we want 
toknow what is wrong. Can anything be done to help our exporters 
move more of our commodities into world trade? At the first hearing 
this morning we want to develop a general picture of our present posi- 
tion and what we are doing, if anything, to improve it. 

At subsequent hearings we will concentrate on more specific aspects 
of the problem. 

I want to say that sitting to my left is Mr. George Barnes, who has 
been the staff director on this study for some months. The staff 
has submitted to the members of the committee a staff report on some, 
but not all, phases of this matter. 

The Department of Commerce, as well, has moved along in one or 
two phases of this particular problem in the past months, The Presi- 





Nore.—Staff members assigned to this hearing—George A. Barnes and John 
R. Wagley. 
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dent of the United States, himself, has sent to the Congress a com- 
prehensive program dealing with some vital aspects of this problem 
but as yet we have come to no conclusions; we are merely seeking facts: 
we are seeking to find out what we can do, if anything, about it. 

Of necessity, it is a broad, comprehensive problem. There are 
certain phases of it in which we can move directly, and that we have 
been trying todo. I want to say that we have had the utmost coop- 
eration between the executive and this committee on this very impor- 
tant matter. It has given the Secretary of Commerce, who is here 
today, grave concern. We have discussed it on many occasions. It 
has given the executive department, from the President on down 
grave concern—and, of course, American business. 

The committee also has a very strong advisory committee, and the 
Department of Commerce has one as well. In some cases they dupli- 
cate memberships. They are men of high caliber and high quality in 
this particular field of American business. 

Our first witness this morning is the Secretary of Commerce, Mr, 
Frederick Mueller, who is accompanied by the Under Secretary, Mr. 
Philip Ray, and Assistant Secretary Bradley Fisk, both of whom will 
make brief statements, I understand, prior to the Secretary’s testi- 
mony. 

Secretary Muriuer. No. 

The Cuatrman. After your testimony, excuse me. 

We are glad to hear from you, Mr. Mueller. 

Off the record. 

{ Discussion off the record. ) 

The Cyatrman. Proceed. 





STATEMENT OF HON. FREDERICK H. MUELLER, SECRETARY OF 
COMMERCE; ACCOMPANIED BY PHILIP A. RAY, UNDER SECRE- 
TARY OF COMMERCE; BRADLEY FISK, ASSISTANT SECRETARY 
FOR INTERNATIONAL AFFAIRS; ROBERT J. DODDS, JR., GENERAL 
COUNSEL; AND BOURNE UPHAM, DEPUTY GENERAL COUNSEL, 
DEPARTMENT OF COMMERCE 


Secretary Muruier. Mr. Chairman and gentlemen of the commit- 
tee, you have made a wise and timely decision to conduct a staff stud 
of U.S. foreign commerce in order to develop a picture of our oversll 
trade situation. 

It is my understanding that you will conduct hearings particularly 
on questions affecting U.S. export trade and the competition for U.S. 
products in world markets. The executive branch has for some time 
been concerned with the need to increase the flow of U.S. products to 
all parts of the world. 

The President discussed this subject in the state of the Union mes- 
sage and in the Economic Report. On March 17, 1960, he sent a 
message to the Congress recommending a program of Government- 
business cooperation designed to generate a substantial increase in 
the volume of U.S. exports. You are fully aware of, and I assume 
share, the concern of the President and of Government and private 
agencies with the problems inherent in our present adverse balance of 
payments. 
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FOREIGN COMMERCE STUDY 3 


As we consider both the problems and the opportunities inherent im 
trade, let us keep in mind this vital, human fact : Sales abroad strength- 
en private business and make jobs at home. The livelihood of ap- 
proximately 414 million American workers depends on world trade. 
We must promote their interest. The current program to expand 
exports offers a powerful means of maintaining and increasing domes- 
tic employment. 

Iam most appreciative of your invitation for myself and my staff 
to appear before this committee. I will endeavor today to analyze 
and present some of the basic factors and conditions bringing about 
the recent deficit in the balance of payments which, if permitted to 
continue, will react against our economy. 

I will discuss in somewhat greater detail the action program pre- 
sented to the Congress by the President which, over a reasonable 
riod of time, should correct our payments imbalance by the sound- 
est and best method; namely, increasing the exports of U.S. products 
to the world. Action must be started at once in order to promote 

sustained economic growth and to strengthen the dollar. 

The national export expansion program was developed by the In- 
teragency Steering Group of the Interagency Export Promotion 
Task Force, chaired by Under Secretary of Commerce Philip A. 
Ray. Other members of the task force are Douglas Dillon, Un- 
der Secretary of State; Julian B. Baird, Under Secretary of the 
Treasury; Raymond Saulnier, Chairman of the Council of Economic 
Advisers; Clarence B. Randall, Chaiman of the Council of Foreign 
Economic Policy; and Samuel Waugh, President of the Export- 
Import Bank. Other interested departments and agencies of the 
executive branch were consulted. 

The detailed research and planning, together with recommenda- 
tions for action, were developed for the task force by an Inter- 
agency Steering Committee with the Assistant Secretary of Com- 
merce for International Affairs as Chairman. The work of the task 
force and the subcommittees was started last fall. 


BUSINESS COOPERATION IN NEW EXPORT PROGRAM 


At the request of the President, I have appointed on advisory 
committee of five outstanding business executives with wide expe- 
rience in trade to plan and promote an export program by business: 
to enlist the active support of existing national and loc al business 
groups; to find sectors in which better results can be obtained; to 
assist and encourage business groups abroad, and to develop an 
organizational structure adequate for these purposes. 

The Cuamman. At this point I would like to place in the record 
the names of the men on our advisory committee, and would you 
put the names of your people in too/ 

Secretary Murtier. We would be glad to. I think we can read 
them off. 

The Cuarrman. All right. And the businesses they represent. 

Secretary Murtirr. We will be delighted to do that. 
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(The information requested is as follows :) 


The members of the Department of Commerce Advisory Committee are: 


Leonard F. McCollum, president, Continental Oil Co. 

Rudolph F. Bannow, president, Budgeport Machines, Inc. 

Donald K. David, vice chairman, Ford Foundation. 

Arthur H. Motley, publisher, Parade magazine. 

Morehead Patterson, chairman, American Machine and Foundry Co. 


The members of the Advisory Committee of the Senate Committee on Inter. 
state and Foreign Commerce are: 


Stanley C. Allyn, the National Cash Register Co. 
William Blackie, Caterpillar Tractor Co. 

John S. Bugas, Ford Motor Co. 

F. Allen Calvert, Calvert Drilling, Inc. 

Vernon L. Conner, Florida Citrus Mutual. 

James D. Cooney, Wilson & Co., Inc. 

Thomas L. Daniel, Archer-Daniels-Midland Co. 
Wallace M. Davis, the Hibernia National Bank. 

Felix Ferraris, Industrial National Bank. 

William C, Foster, Olin Mathieson Chemical Corp. 

J. Peter Grace, W. R. Grace & Co. 

P. F. Greene, International Trade Review. 

Seymour E. Harris, Harvard University. 

George M. Harrison, AFL-CIO. 

Leo M. Harvey, Harvey Aluminum, Inc. 

C. F. Hood, United States Steel Corp. 

George Killion, American President Lines, Ltd. 
Raymond F. Mikesell, University of Oregon. 

J.R. Parten, Woodley Petroleum Co. 

Morehead Patterson, American Machine & Foundry Co. 
H. F. Prioleau, Standard-Vacuum Oil Co. 

James T. Sheehy, Rayonier, Inc. 

Russell G. Smith, Bank of American National Trust & Savings. 
William Stern, the Dakota National Bank. 

I. M. Stewart, Union Carbide Corp. 

Samuel H. Swint, Graniteville, Co. 

Willard L. Thorp, Amherst College. 

Thomas J. Watson, Jr., International Business Machines Corp. 
H. Harold Whitman, First National City Bank of New York. 
Laurence F. Whittemore, Brown Co. 

Norman K. Winston, N. K. Winston & Co., Inc. 


Secretary Murtter. This committee has met twice recently and has 
proposed a continuing program of action that now is underway. 
As a result of one initial recommendation 33 subcommittees, 1 m 
each of our field office areas, are being organized. The subcommittees, 
composed of between 5 and 10 prominent businessmen, are particu- 
larly concerned with enlisting the active support of business groups 
and individual manufacturers in every section of the country. 

Members of my staff will be available to answer any questions which 
you may have about the organization, planning and operations of the 
export expansion program. 


ANALYSIS OF EXPORTS AND IMPORTS 


A detailed analysis of our export trade by commodity and by coun- 
try shows that many factors entered into the export slump which 
started in the last half of 1957 and continued through mid-1959. The 
first half of 1957 was a period of exceptional export gains resulting in 
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part from unusual, temporary conditions such as the Suez crisis and 
abnormal demands for our cotton which had been repriced for export 
on a competitive basis. 

The CuarrMan. Mr. Secretary, right there I also want the record 
to show that this being such a broad question, this committee has also 
had, and does have in existence, a subcommittee which has looked into 
the whole matter of textile importation and exportation, and made 

reliminary reports which will now become part of the overall study. 

Secretary Muriier. Yes. 

A worldwide boom in production and trade reached its climax in 
1957 and tapered off in 1958 with a consequent reduction in demand 
for industrial materials and producers equipment. 

Our exports to Latin America, Asia, and Africa felt the effects of 
shrinking foreign exchange earnings in those regions. Prices for 
their primary export products declined without any gain in volume. 

Last year our exports recovered somewhat with noteworthy in- 
creases Over 1958 in exports to Canada, Australia, and Japan. There 
were modest gains in some parts of Asia and Africa. Sales of Amer- 
jean products in Latin America continued to shrink. Exports of 
cotton and coal were also sharply reduced. Exports of aircraft were 
much lower since deliveries of piston-engine planes had ceased and 
the expected bulge of jet-powered plane exports had not yet been felt. 

All present signs point to larger exports this year than in any prior 
year except 1957. The economies of foreign industrial areas are 
expected to grow during 1960 and improvement seems likely in our 
sales to nonindustrial areas where additional gains in foreign ex- 
change earnings should result from better prices and volume of their 
products. 

It is expected that steps which have been taken to eliminate long 
standing restrictions against dollar goods will open up new opportu- 
nities for U.S. exporters. 

While imports are expected to rise this year, their increase should 
be smaller than that of exports. 

On the basis of export and import trends as currently perceived, we 
should experience a recovery in our export surplus in merchandise 
trade. I would like to emphasize, however, that in even the most op- 
timistic predictions the improvement is insufficient, or will be insuffi- 
cient, to reduce the deficit in our balance of payments to a tolerable 
level. 

COMPETITION INCREASING ABROAD 


In addition to the above very brief analysis of the movement of our 
exports I call your attention to one factor which I believe has exerted 
a very serious adverse effect in the recent past and can become more 
dangerous every year unless strong countermeasures are taken at once. 

Briefly stated, the sellers market for American products existing for 
the first decade after World War IT is definitely and finally over. U.S. 
business will have to face a world market in which its outstanding tal- 
ents and abilities must be brought to bear with the same skill and drive 
as they are here in America. American businessmen are unmatched 
in making the hard sell. They must use the same methods in all the 
countries of the world. 
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The industrialized countries of Western Europe and Japan are ag- 
gressively selling their products all over the world. Report after re- 
port by our embassies drive home the message that salesmen with order 
books are multiplying everywhere. Government assistance at home 
and in foreign posts is being expanded rapidly and effectively. 

Foreign businessmen have scores of government trade experts to as- 
sist them. These experts are located in all critical areas of the world, 
Observations of our Commerce officials who have visited foreign coun- 
tries fully confirm this situation. I have personally visited many 
countries and discussed the problem of the growing sales pressures 
with our officials, with representatives of American companies Over- 
seas and with knowledgeable foreign private businessmen and goy- 
ernment officials. 

This firsthand experience of our own gaps and weaknesses in the 
face of the practical help given to foreign traders by their governments 
has caused me great concern. Returning businessmen with world- 
wide connections of their own or who have been abroad with one of 
our Commerce Department trade missions emphasize the same story. 

Since the middle 1950's the strongest increases in market shares for 
manufacturers have been secured by West Germany, Italy, and Japan. 
The United Kingdom has increased considerably its sizable share of 
the total Canadian market. European countries, in addition to West 
Germany, have made gains in Latin America. 

It is difficult to pinpoint and prove the effects of this sharply in- 
creased competition by commodity or by country. Many other diverse 
factors also affect sales to particular regions for particular commodi- 
ties. There are ample grounds for belief that our competitive posi- 
tion, although not suffic siently strong at present to fill all of our in- 
ternal needs and objectives, contains miny elements of strength. 

There is every indication that well-conceived and well-executed 
measures of the U.S. Government and U.S. business for strengthenin 
our competitive position would yield significant results in a worl 
with grow ing mar ket opportunities. 

Markets in industrial areas seem likely to grow at comparatively 
high rates but perhaps not quite as rapidly as they did in the early 
1950’s. The stimuli of the Common Market and the new European 
Free Trade Association, the so-called Outer Seven, will increase pro- 
ductivity. 

Output and real income per capita in Europe and Japan will con- 
tinue rising as productivity improves. The accessibility of their 
own markets to our producers has been greatly improved by the 
elimination of most of the discriminatory trade controls and cur rency 
restrictions. These factors all indicate increased market opportuni- 
ties for U.S. producers equipment, industrial equipment, and con- 
sumer goods in the industrialized areas. 

With increased productivity, industrial countries will become more 
competitive with us for markets in the under developed areas which 
have encouraging plans and projects for economic improvement. It 
is important that these plans mature successfully. Capital, technol- 
ogy, credits and grants from governments and international agen- 
cies, and the cooperation betw een priv ate businessmen in those coun- 
tries with their counter parts in the United States are all essential for 
success. If we are to obtain our share of these expanding markets, our 
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businessmen must meet the competition of European countries and 
Japan head-on. 

The development of the Common Market and the European Free 
Trade Association will have a direct bearing on our future trade with 
the industrialized countries as well as indirectly with the under- 
developed countries. Increases will occur in existing tariff rates in 
countries with presently ae low tariffs, with the consequent 
displacement of some U.S. exports by domestic production. Lowering 
of tariffs in higher tariff countries, such as France and Italy, as well 
as the removal of import restrictions, will be an offsetting factor. 

The expected economic growth of the area as well as the moderniza- 
tion of industries will result in increased exports of U.S. raw mate- 
rials and producers’ goods. mi: Las 

As economic integration proceeds, the standard of living within the 
area should materially improve, bringing in its wake a greater de- 
mand for both producers and consumer goods. While some of this 
demand will be supplied from production within the area—partly 
from U.S. subsidiaries operating in the Common Market—it is ex- 
pected that U.S. exports will also materially benefit from it, including 
certain U.S.-type consumer goods which were previously inaccessible 
to the average Kuropean because of their luxury character. 

As the economy of the Common Market grows it will become a 
stronger competitor in third markets, such as Latin America. At the 
same time, third countries will benefit from the greater purchasing 
power generated in the area, and due to increased earnings from ex- 
ports will be able to purchase more from all sources, including the 
United States. 

BALANCE-OF-PAYMENTS PROBLEM 


In discussing the international competitive position of the United 
States, the underlying concern must not be with merely whether we 
are more or less, competitive than we were at some time in the past, 
but rather whether we are competitive enough in terms of our total 
balance of international payments and our objectives and om meen of 
national security and foreign economic policies. In the long run we 
need to be sufficiently competitive so that the margin of exports over 
imports will yield adequate earnings. 

This margin needs to be large enough to counterbalance the excess 
of aggregate payments over aggregate receipts that is entailed in our 
international transactions apart from merchandise trade. That is to 
say, the trade surplus should be large enough to invest private 
capital abroad, to provide governmental grants and credits to for- 
eign countries, and to make large military expenditures abroad to 
prevent unacceptable loss of gold reserves or accumulation of liquid 
dollar assets by foreigners over amounts desired as reserve holdings. 

Senator Scuorrrei. Mr. Chairman, I would like to ask Mr. Muel- 
ler a question at this point. With reference to our gold reserves, are 
they about as low as we have experienced for many, many years ? 

Secretary Muerier. They have declined substantially, Senator 
Schoeppel, but I cannot say that they are at the lowest ebb of the 
recent history, or since World War II. But I will say this that the 
decline has slowed up, for which we are very grateful. 
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Last year the net U.S. private capital outflow totaled about $24 
billion, net Government credits and nonmilitary grants to foreign 
countries nearly $2 billion, and our military expenditures abroad to. 
taled about $3 billion. These net payments to foreign countries, to- 
gether with remittances and pensions paid, totaled about $8 billion, 
Military aid transfers to our allies are not included in this total (nor 
among the exports discussed earlier). 

Senator Pastore. Is it possible for us to get the breakdown of the 
goods that were purchased with the $3 billion ? 

Secretary Murtter. We would be very happy to supply you with 
that information. 

Senator Pastore. It is interesting to find out what the military pur. 
chases abroad were for. 

The CHarrMan, Yes. 

(The information requested is as follows :) 


Defense expenditures abroad for goods and services by major category,’ January 
1953 through June 1959 


[Millions of dollars] 





1953 | 1954 | 1955 1958 | January= 
June 1959 


| — | ——_—__——_| 


ME ons dmastcihenspinnndadidcncetced | 2,535 | 2,603 | 2,823 3,165 | 3,416 21,622 


Expenditures by troops, civilian personnel, 
post exchanges, etc 797 812 845 877 2 462 
Foreign expenditures for construction - ----_| 323 27 313 372 314 116 
Contributions to the NATO multilateral | 
construction program (infrastructure) ---- 91 69 84 65 81 2 
Other expenditures for services__.-..._.-_-- 44 381 411 630 773 2410 
Offshore procurement under military assist- | 
I 6 ss 5s a tacks thiann 326 595 640 372 | 212 
Purchases of equipment.............-..---- 71 70 36 40 54 49 22 
Purchase of other materials and supplies - - -| 460 413 527 636 827 | 1,110 2 496 


1 Excludes cash grants under special military programs, such as programs originally defined as direct } 
forces support and administered by the International Cooperation Administration. 

? Preliminary. 

3 Includes military assistance programs for offshore procurement, including Lisbon offshore procurement; 
the weapons production program; and the mutual weapons development program. 


Source: U.S. Department of Commerce, Office of Business Economics, from information made available ~ 
by operating agencies. 




















Secretary Muriier. These payments were counterbalanced to the 
extent of only about $1 billion last year by our merchandise trade 
surplus. In addition, our receipts from abroad on service trans- 7 
actions, including about $3 billion of income from our investments 
in foreign countries, exceeded payments for corresponding services= 
again exclusive of military expenditures abroad—by about $2 billion, 
Foreign investment in the United States and unrecorded receipts 
accounted for another $11 billion. 

The excess of our payments to foreign countries over receipts from > 
them in the transactions just summarized amounted to a little over) 
$314 billion. a 

The Cuatrman. By that are we to understand generally that the” 
outgo, in all these transactions, adds up to a net $334 billion? 

Secretary Murrier. That is correct. In other words, that is the} 
deficit in our balance of payments. 

The CuarrMAN. Yes, that is the deficit. 











[Millions of dollars] 
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All areas Western Eu 
Line Type of transactions 4 ihaedbiia 
1958 | 1959 1958 
| } | | | 
1 | Exports of goods and services, total...._..] 25,721| 6, 29 6, 673 na| 5,866] 6,398) 6, 256) 8, 299) 1,901) 2, al 
2| Military transfers under grants, | 2,522 549 531 na 485} 600 380| na} 1,514) 332) 283) 
net, total. | 
| | | | 
3 Other goods and services, total... . 23,199) 5,571) 6,142) 38,387) 5,381) 5,798) 5,876) 6,282) 6,785) t, 569) 1,867| 6. 
| } | } | 
4 Merchandise, adjusted, exclud- | 16,227} 3,806) 4,176 16, 211) 3,798; 4,061) 4,032) 4,320] 4,664) 1,078) 1,237) 4 
ing military | | } 
f Transportation. ..............-- 1,650] 421 437} 1,717} 386 434] 454) 443) 601| 179] 188] 
6 INL ctK nen seunewcuuameibitel 825} 269 182 870 170 224, 286) 190 88} 27 21) 
Miscellaneous services: | | | 
7 Private. Seaaesohtemadecnel Gian 206 305; 1,146 22 286 291 287 505 127} 144 
8 | Government, excluding 142| 36 36 143) 36 36 35 36) 45) 1} 11 
| military. | | | 
9 | Military transactions..........- 296) 40 93 302 74| 88 57} «83 170 22 55 
Income on investments: | | 
10 Direct investments.........] 2,198 545 656) 2,138 468 48S 536; 646 325 71) 82 
11 Other private 417 102 119 467 108 121 113 125 94 21 25 
12 | Government... 307 56 138 343 59 60 72 152 203 33 109 
13 | Imports of goods and services, total 20,951) 5,372) 5,425) 23,474 5,422) 5,992 6,166 5,894] 7,269 1,868| 1,878) §& 
14 Merchandise, adjusted, excluding | 12,946) 3,124) 3,517) 15,335) 3,604) 3,885) 3,852) 3,904] 3,290 803) ws 4 
military. | | 
15 Transportation........... 1, 599 428 388) 1,712 381) 470 466 395 766 213 166! 
16 SIAN Ecc ccncescecenesacsssecce 1, 460 565 279| 1,575, 257) = 41 601, 302 538) 223 90) 
Miscellaneous services | | 
17 Private jiaiee, eis f 549) 145 150 572 130 137 155 150) 330 84 86} 
18 Government, excluding mili- = 105 65) 324 69 71 112 72 81 23 19 
tary | 
19 Military expenditures. ............. 3, 416) 841 838| 3, 134 801 821 773 739} 1,852 426 428) 1] 
Income on investments: | | | 
20 Private. Daidone aban 537) 132 146 543 128 134 133 148 334 78 90 
21 | Government.................. 139 32 42 279 52) 59 74 94 78 18 24 
| Balance on goods and services: 
22 Total aeneibs 4,770} 748 1,248 na} 444 406; 90) naj 1,030) 33) 272 
23 _ Excluding military transfers _- 2, 248 199 717| —137| —41| —194) —290) 388} —484) —299) —11)—1 
| Unilateral transfers, net [to foreign | | | | 
countries (—)]: | | 
} 
u Total EE —4, 840] —1, 090) —1, 147 na|—1, 104|—1,175| —914 na|—2, 174) —489| —506 
23 Excluding military transfers_- ~2, 318) —541| —616|—2,400| -—619} —575| —534| —672| -660| —157| —223 
26 Private remittances..... 7 —525] ~—123) —142| —564) — 140) —138) —131 155) —269| —@6| —75 
Government: } } | | } } 
2 Military supplies and services —549| —531} na| —485| —600 —380 naj—1, 514) —332) —283 
2 Other grants...- eeoeatl —368| —430 —1, 623) —433; —390) —331) —469] —316) —67) —13 
29 Pensions and other transfers. 2} —50| —44| 7 —46| —47| —72} —48} —75| —24] —18 
| | } } 
30 U.S. capital, net [outflow of funds (—)), |—3,810| —783) ~892|—3,874) —472|—2,395| —641| —366| —450 _172) —8 
; total. | | | 
31 | Private, net, total_................ aan —451| —726|—2,145| —383} —752| —405| —605| —411) — 159| —98 
32 Direct investments, net..... —1,004) —156) —372\—1,204) —267| —450) —229| —258) —173 —42) —57 
33 New issues. . —955 —99| —168} —600) —163) —115) —175| —147 121} —25 —6 
34 Redemptions. 8! 10 35) 95) 2 36 12 25 16 2 9 
5 } Other long-term, net. —574| —91l) —242) —340|) —147| —154) —40 —7l1; —17} —39 
36 Short-term, net a —115 21; —96) 172) + —60 27| —226| —62| -77) —5 
| } } 
37 Government, net. total —966; —332) —166)\—1, 72 —89|—1, 643) —236) 239 —39) - 13) 90) 
| | | 
38 | Long-term capital, outflow 3..../—1, 272) —337| —436|—2, 301 —287|— 1,654) —205, —245] —240| —35) —138 
39 | Repayments Sais 7| lll 198) 997) 263 116 134} 484 245 46 100 
40 | Short-term, net...........- se — 106) "I aad —65| —105) —165) 44 — 24) 128 
41 | novel capital, net joutflow of funds 1, 164 a 531) 4,559 819) 2,066 1, 236) 438 565 617 115 
|  (—)], total. | } 
42 | Direct and long-term portfolio invest- 5 —6 -3| 12 
| ments other than U.S, Government | | | 
| securities, j 
43 | Transactions in U.S. Government —68} —11) —10) 
loug-term securities. | 
44 Short-term liabilities to foreign 501) 503; 143) 
banks and official institutions. } 
45 Other short-term liabilities......... 48} 38; —30 
46 | Gold sales [purchases (—)] by the 2, 326! os! 379 
United States. | 
47 | Foreign capital and gold, total #........ 2,891) 1,115,  404| 
| 
48 | Errors and omissions and transfers ~ 1,200) —487| —252 
of funds between foreign areas [re- 
ceipts by foreign areas (—)], net. 
Memorandum items: 
I Increase in total reported foreign 4,303; 1,087) 1,143) 5,886) 1,036) 2,802) 1,348 610} 3, 704) 1, 167 796 
pold reserves and liquid dollar | 
oldings +. | | 
Ul Through estimated transactions 3, 434 939 826; 5,043 837| 2,609) 1, 237 360 1, 600) 631 230) 
with the United States 5, } 
Ill Through other transactions 6 869 148 317 843 199 283} «111 250} 2, 104} 536 566) 
I I | | \ 
* Revised. » Preliminary. na Not available. * Less than $500,000. nss Not shown sepai ately. 


1. Beginning with the first quarter of 1950 transactions with shipping companies operating under the flags of Liberia, Panama 


national institutions and unallocated.” 


2. Iraq is not included in the Sterling area beginning with the third quarter of 1959. 
3. Includes in the second quarter of 1959 $1,375 million for increase in U.S. subscription to the International Monetary Fund 


million in non-interest-bearing short-term Government securities (line 44). 


U.S, Balance of Payments by Areas— Annual, Third and Fourth Quarters 1958 and 1959 
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1958 1959 1958 1959 


Ss J — ~ ae = oe - 
Year | II! IV | Year ut |iv> Year | un | IV | vear | rt ]1v > 
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| 
)) 1,901) 2,150 na} 1,984 


| 332) 283 na} 230 


| 


5 f, 569] 1,867| 6,971) 1,754) 2,043 
| | 





4,779|1, 217|1, 253] 5, 130)1, 318| 1, 298] 5, 877|1, 443 1,484) na |1,297 
| | | 


na 


_ 


| na 6| na 
Le es .- 2 ee 
4,779) 1, 217|1, 253) 5, 130/1, 318) 1, 298] 5, 806) 1, 431/1,477| 5, 116 1, 291) 1, 300 


| | | | 
3,516, 848) 911 3, 316) 944) 942] 4,130; 903)1,040) 3,553) 895) 893 


| | 71) 12) 
| 


{| 1,078) 1,237) 4,702) 1, 190) 1, 382 
| 


| | 





| | | 
L} 179 183| 768) 204) 194 | ‘ 120 33 34 122 33 34 369 92 94 293 82 74 
i 425} 145} 85) 442) 150] 87] 258} 79| 62] 273) 85 
| | } | 
127) 144) 517) 127) 127 1 130, 37} 36) 131) 34) 34] 236) 61} 57] 225] «60 
ee 11) 46) 12 ) 1] ( : 3} ] i} ‘a7 7] etal 
| 


Pa 55} 193; ~—s 88 3] 7] «6 «638l] 64} CO} oo} Sota 


71) 82 334 98 


5 368} 101) 128) 377] 100} 136] 653] 171| 182) 593] 125] 162 

‘ 21| 25 100 23 185 46 53) 209) 52 57 67 16 19 70 17 

3 33 109 215 33 (2) | (2 z 2) (2 (2 47 10 15! 71 18 

9) 1,868) 1,878| 8,622) 2,298) 2, 158 | 2 | 89) 3,770,1,099| 967| 4, 125/1, 146/1, 102] 4,837|1, 150/1, 254) 4, 638)1, 147\1, 112 

0} 803} 975] 4, 519) 1, 150) 1, 222 ‘ 15 2 2,705; 703) 723 3,053 773| 863] 3,749! 861} 972] 3,724] 897) 877 
| | 

6 213; 166) 867 257 112 29 29 121 32 32 344 RR 92 143 37 


8 223) 90 578 = 7) 323) 180 45 341; 191 47 416; 113) 103 438; 117; 108 


o| s4| 86) 344] 87 


SM cet Raewsin : 28 7 8 28 7 7 173 50 50 183 57 
1 23 19 82 20 ( , 3) ( 1 3 1 z 69 17 18 77 20| 
2} 426} 428] 1,715| 414 448| 142) 117} 428) 108 109] 49) 13) 101 36) 10) 
4 78] 90] 351] 88 132} 34) 38; 1191 26 341 29 6 727i a7 6 
8 18} 24 166 45 19 4 6 32 8 10 8 2 2 10 3 


| 
| 972 nal —314 ; 7 28 1,009, 118) 286) 1,005) 172) 196] 1,040) 293) 230] na} 150 
4 7 —11|—1, 651) —544) —115 3| I 1,009) 118) 286) 1,005| 172) 196] 969) 281) 223) 478] 144) 188 








| | | 
| | | 
| | } 
| | | | | | 
4] —499| —506 nal —361/ ! -27 —l4) -—5) -—3) —22) —5| —8] —243) —50| —46| naj —43 
0} —157| —223) —662) —131| —195 | § —14) —5) —3)| —22) —5) —8} —172| —38| —39| —160| —37| —36) 
9 —66) —75| —277| —68) —- 5 7 , 6 3) —1 —3| =) —lj —43} —10) —11) —44) —10) —11 
} | | | | | | 
4} _s2 — 283 na} —230) —71| —12} —7 na| —6| 
6} —67| —130| —310) —43 —118} —25) —26) —105| —25| —22 
5} —24) —18| —75; —20 —12 — “3 —19} —4| —7] —11) —3) ~—2) —11) —2 
| | 
0 ~172 —8) 99; —67| 3 tee) —20e — 188) —852) —295| —212] —959| —227|—275| —644| —93|—208) 
| | | | | | | | 
1] ml sia —434| —71 —968|—203'—181) —849|~292| 212] —48s| —5|—124| —383| —28|—138 
3 —42| —57| —439) —30 —398| —111|—133) —427|—117|—140] —325 36; —57, —193| —78 
1) —25|) —6| —97| —18] —367| —56, —35) —395/—136! —93] —14 —14 
16 2 9 8 1| 39 5) 17 55,6} 16 10 2 3 10 2 ? 
Tl; —17} —39 —34 32 —160| —20| —65) —45 8 7 —47| —23; —22| —160| —66| —37 
2, -77| —5| 128] —86) —82| —21| 35} —37| —53} —2) —112| —20) —34) —40] 114|-177 
' | 
39 —13) 90 533 ‘| 2 1) (*) —3} —3) (*) | —471|—222|—151| —261| —65| —70 
40| —35; —138| —157| —27| —42] -—27) -—4 -14, —-145 ~-3 —~dL.... = sestinete ii —595| —239| 184) —406| —70)| —96 
45! 46 100 6y1 65 (*) (2) (=) | (%) (2) | (2) 151 25 5) 18] 29 
44) —24 128 -1l| —% 2} 1} (*) —3| —3| —27| —8| —17 —36| —24) —39) 


201; —76| 38) * 250) —64] —120 ~200| 144) —107 —236 
| | 


68} —11} —10 365} 121) —119 2} —5} 111) 108) 


to 
j 
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gl} 503; 143] 735) 469) 
48} 38} —30| 295 
26) 498] 379 829) 274 


351) —65] —3] 167] 107} —37] —357|-224| 12]  45|—209/ 129 

—7| 16; 33] 30} 34] —16| 296} 30} ‘130 —180| —31|—197 

---| —69} —11} —58| —20| 23) —65 
} | | } 

Q1| 1,115] 494] 2,669} 999) 
j 

97| —487| —252} —455| —257 


ai 
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4. Reported gold reserves of foreign central banks and governments, exe} 
Liberia, Panama, Honduras, and Bahamas are shown in the column “Inter _5. For “All areas” equals balance (with reverse sign) of line 23 (less net sail 
of dollars 19, 6, 6, —34, —3, —8, —8, —15), plus lines 25, 30, 42, and 48. Fe 
6. Line I minus line Il. Amounts for “All areas” represent gold obtaii 


. 081 
| Monetary Fund, of which $344 million was paid in gold (line 46) and $1. 08 Source: U.S. Department of Commerce, Office of Business Economie 
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Honduras, and Bahamas are shown in the column “‘Inter- 


of which $344 million was paid in gold (line 46) and $1. 031 


Annual, Third and Fourth Quarters 1958 and 1959 
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Source: U.S. Department of Commerce, Office of Business Economics. 
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stock of the United States, for periods sho 


es of foreign central banks and governments, excluding U.8.S.R. and other Eastern European countries, plus foreign liquid dollar holdings (lines 43, 44, and 45). 
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FOREIGN COMMERCE STUDY 9 


Senator Barrierr. Mr. Chairman, just one question at that point. 
What is an unrecorded receipt, Mr. Secretary ‘ 

Secretary Muriirr. That is a miscellaneous catchall, Senator, that 
[cannot give you the breakdown, but there are many intangibles that 
it is difficult to pinpoint, innumerable actions between our nationals 
and foreign nationals that are not specific enough to identify. 

Senator Barrierr. But they can be aggregated fairly accurately ? 

Secretary Muruier. They can be, and this is an estimate that is as 
accurate as can be made. 

Senator Barriert. I see. 


Secretary Muertier. Reflecting this balance-of-payments deficit, 
foreign countries’ holdings of liquid dollar assets and gold rose b 
$3.7 billion through transactions with us. Of this, $700 million took 
the form of gold outflow. 

That, Senator, is to what both you and the chairman were suggest- 
ing, namely we did lose $700 million worth of gold last year. 

The material improvement in our exports which can be expected 
this year, coupled with the probably small increase in imports, will 
correspondingly raise our nonmilitary export surplus and reduce 
substantially the deficit in our total balance of payments, as compared 
with our experience in 1959. However, present indications are that 
the deficit will remain well above a level that would be acceptable in 
the long run. 

Looking beyond this year, judgment advises us that we must achieve 
a distinct improvement in our competitive position in order to min- 
imize the deficit without resort to steps that would impair our 
national security, reduce our aid and capital flow to foreign countries, 
or undermine our position of world economic leadership based upon 
a relatively liberal trade policy and stability of the dollar. In 
other words, we need to increase our share of import markets abroad 
through improved or more effective competition. 

Senator Pasrore. May I interrupt for a question at this point? 

The Cuarrman. Yes. 

Senator Pasrorr. Mr. Mueller, do we have any breakdown of this 
relative figure nation by nation with regard to imbalance in payments 
as against the import and export situation ? 

Secretary Murtier. We only have a complete résumé of all trans- 
actions, region by region, and overall. 

Senator Pasrorr. Could we have that inserted in the record as well ? 

The Cuarrman. Yes. 

Senator Pasrorr. So as to break down this overall figure. 

Secretary Muetiter. We will. 

(The information requested faces this page.) 

Secretary Murtuer. I would like to emphasize at this point what 
should be an obvious fact. I emphasize it because from much of 
what will be said an erroneous impression may result. The Federal 
Government cannot make one single export sale, and we don’t want 
to. This is a free enterprise economy, not a Socialist state. Only 
the individual private businessman can solve our problem by using 
is initiative, ingenuity, drive, and knowledge in foreign markets 
as he has done to the amazement of the world in the domestic market. 
The Government’s function is to help him mobilize, to service him 

with the facts which he cannot obtain independently and, most vitally, 
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10 FOREIGN COMMERCE STUDY 


to aid him in every possible way by eliminating foreign government 
discriminations and improving the climate for trade. 


DETAILS OF NEW EXPORT EXPANSION PROGRAM 


We must look far beyond the current year in assessing our problem, 
Acceptable solutions will require time for sound implementation. 
Appropriate corrective measures should be started now in order to 
be effective on a cumulative basis as rapidly as possible. 

Some 6 months ago the interagency export task force was set up 
under the chairmanship of the Under Secretary of Commerce, men- 
tioned earlier in my testimony. State and Commerce shared the 
principal burden of preparing and implementing a program which 
calls for a closely coordinated joint effort at home and abroad. To 
develop this program, 12 working groups were set up under a steer- 
ing group and produced detailed analyses and recommendations, 
The resulting program has avoided duplic ation of effort and has kept 
the various implementing actions in plane with each other. The 
principal organizational units involved are the Foreign Service officers 
overseas and the domestic staffs of the State Department and the 
Bureau of Foreign Commerce, Office of International Trade Fairs, 
the Business and Defense Services Administration, and the field 
service of the Department of Commerce. 

Parts of the program requiring no additional funds or where 
present resources can be redirected are already being implemented. 
Pi ractical considerations dictate that the program will require be- 
tween 2 and 3 years to become fully operative but that within 1 year 
well over 40 percent of our objectives could be met. The budget 
requirements for fiscal year 1961 will be sent to the Congress shortly. 

The CuamrMman. By that, you mean there will be a supplemental ! 


Secretary Muretier. There will be a supplemental. 
The CuatrMan. On this subject ? 
Secretary Muetier. For this particular purpose. 


The CuarrmMan. I want to state off the record—— 

(Statement off the record.) 

The Cuarrman. All right. 

Secretary MUELLER. The program has not been developed in a 
vacuum. This is a program hammered out over a long period of 
time, checked and rechecked, with the practical experience of knowl- 
edgeable businessmen and modified, improved, and strengthened by 
this advice. The long experience and detailed knowledge of State 
and Commerce Department high-ranking officers and technicians have 
been utilized. 

The program has been submitted to a group of some 170 leading 
executives representing all segments of American business. This 
group endorsed the need for such a program, and their suegestions 
on content and emphasis are of great value and help to us in designing 
the program and in carrying it out. Iam making available to you 
a summary report of this meeting. 

The National Foreign Trade Council and the International Trade 
Committee of the U.S. Chamber of Commerce have issued statements 
-alling for many actions included in this program. 
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Recent. meetings of the Commerce advisory groups on the west 
coast and in the Southeast have considered the problems of increasing 
exports and have given us valuable suggestions incorporated in the 
plan. 

Increasingly, over the past year, businessmen have had discussions 
with me and with members of my staff, on the importance of export 
trade. Their comments have been fully reflected in our study. 

Senator Pastore. May I ask a question at this point? 

You will recall, Mr. Mueller, that from time to time we have inti- 
mated and discussed the question as to whether or not the economic 
adviser in our various embassies should be under direct control of the 
State Department or of the Commerce Department. I think as it 
stands now he is under the State Department. Am I correct in that? 

Secretary Murtier. All Foreign Service officers are answerable to 
the Secretary of State. 

Senator Pasrorr. Now has any thought been given to the switch; 
that is, making them answerable, let’s say, to the Commerce Depart- 
ment, which has contact with American businessmen; has this been 
discussed in any of the reports? 

Senator Mvuetier. Senator, [ think your own staff report, which I 
have just had the opportunity to look over, makes that as its recom- 
mendation number one. 

Senator Pasrore. I realize that is our staff report. But I am 
asking about your staff report. 

Secretary Mur.ier. Let me say this: We have discussed it. The 
time element in my opinion right now is of such importance that a 
switch of that character would take so long that we cannot, while 
that may be something that should be given very serious consideration, 
that we can’t stop now and say that should be done overnight. 

Senator Pastore. I realize that. I know it can’t be done overnight. 
But all these things have to be started some time. I realize that this 
is a recommendation that has been made by our staff, and I consider 
it a wise recommendation. I merely was trying to find out whether 
you agree with the recommendation or whether you feel that you 
hadn’t ought to undertake its consideration at this time. 

Secretary Muetier. Again I am going to answer that indirectly. 
l can’t answer that “Yes” or “No,” sir. 

Senator Pasrore. You think that that is 

Secretary Muretver. We have the greatest cooperation at the present 
time; we have developed, I think, a type of understanding between 
ourselves and the State Department that has been so much better than 
it has been previously that I would hesitate at this time, because there 
are other factors involved. I could tell you, for instance, today trade 
is not only just trade, we are not talking about that. There are polit- 
ical factors involved, foreign policy determinations that are all part 


of this, and that is the function and stand or responsibility of the 
State Department. 


Senator Pasrore. I realize that. 

Secretary Mure tier. How we can divorce these two and still have 
this measure of not making the Department of Commerce purely, shall 
we say, a “nuts and bolts” operation, because frankly there are so 
many of these factors involved that it is—Iwould prefer to give that 
very thorough study. To answer your question “Yes” directly, there 
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has not been any serious discussion to the point where we have made 
representations in the executive branch that this would be desirable. 

Senator Pastore. May I ask the chairman a question / 

Is Mr. Mueller coming back? I understand he has to leave us rather 
shortly. I don’t want to interrupt him. 

The Carman. He can be back at some later session. 

Senator Pastore. I would like to go into this a little further. I 
don’t want to throw a left-hand curve at you or anything like that. 
If you were initiating this program of an economic adviser abroad, 
would you do it differently from the way we are doing it now? 

Secretary Muruuer. I feel that years ago, when the Foreign Serv- 
ice officers, insofar as the economic areas were involved, were under 
the Secretary of Commerce, that that was a more desirable 
arrangement. 

Senator Pastore. Thank you. 

Secretary Muretier. Mr. Chairman, Iam going to rush through this 
as fast as I can because I must leave here in 12 minutes, not later than 
that, and I would, then, like the opportunity of coming back and 
answering the questions that I am sure will arise after others may 
have testified, if that meets with the committee’s approval. 

The CuarrMan. I understand from Mr. Barnes that in tomorrow’s 
hearings we will discuss this question and that there will be some State 
Department people who want to testify, too. 

Secretary Muretrer. Yes. Fine. May I continue, sir? 

The Cuairman. Yes, go right ahead, 

Secretary Mvetier. There are some major elements of the program 
which I would like to touch upon briefly. You will find more details 
in the report of the steering group. 

I think I will skip over because I am sure Under Secretary Phil 
Ray will cover this a little more fully. And if I may, I would like to 
turn over to page 15, because this I know, promotion of tourist travel. 
I would like to put in the rest of that which I have skipped. 

The CuatrMan. We will put it all in the record. 

Secretary Muetter. Put it in the record, and I hope the committee 
will get the opportunity to read it. 

The Cuatrman. Yes. Go on with that subject. 

Secretary Muertier. I have said as emphatically as I could that 
only the American businessman can make sales abroad. Some com- 
panies are now doing a hard-hitting effective job of world marketing. 
Other companies are conducting foreign operations in rather a hap- 
hazard and inefficient manner since foreign trade is relatively a small 
part of their total operations. 

This means that the problems involved do not receive proper execu- 
tive recognition and direction. Others have pulled out of foreign op- 
erations In many cases due to very real difficulties on which they have 
received inadequate support from our Foreign Service and from my 
Department. 

The fact must be faced that only a small number of American 
companies, and those mostly the larger ones, are engaged in foreign 
trade. Our exports will not increase sufficiently to balance our ac- 
counts unless a sense of national urgency is created. Many thousands 
of businessmen who are not now engaged in exports must enter this 
profitable field. I am convinced, from my own observations as 4 
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businessman, from recent reports from our field offices throughout 
the country, and from the increased demands for service received here 
in Washington, that business is already more aware of the possibilities 
of export trade. ; 

This is partly due to the Russian declaration of a trade war and to 

ublic recognition of our balance of payments difficulties. ‘The time 
js now ripe to mobilize business with every assurance of success. 

But we must reach people in every part of the country by enlisting 
active support of business organizations of all kinds; by helping in 
the formation of regional export drives; by coordinating regional 
meetings in many parts of the country, as we now do on the Pacific 
coast and in the Southeast ; by organizing trade clinics of businessmen, 
economists, Government experts, and Foreign Service specialists on 
specific commodity and country problems; by personal canvass of 
potential exporters located in each of our field office areas; by partici- 
pation and a in World Trade Week programs, association 
meetings, and literally hundreds of other opportunities to get our 
message across. 

But all such important activities will be less than useless if we 
cannot show positive implemented plans for providing the service, the 
tools, and the support which is so indispensible to the businessman in 
this most difficult operation—tools and services which it is impossi- 
ble for him to provide for himself, tools and services which competi- 
tive foreign countries provide to their businessmen. 

Selling abroad requires far more knowledge and different types of 
skill than are needed for normal sales at home, and it requires addi- 
tional market surveys and different sales techniques. It calls for the 
ability to comprehend all the diversities and complexities of foreign 
overnments, languages, laws, customs, tariff barriers, and so on. 
Big business has funds and facilities to acquire some expert know- 
how, but even large corporations face severe information handicaps 
in promoting exports. Small business has far less resources to in- 
crease its sales abroad and the extra employment resulting from such 
sales. 

NEW ASSISTANCE FROM FOREIGN SERVICE 


First of all, we must see to it that there is an adequate number of 
trained, experienced commercial officers in every important post 
throughout the world. We want men who can do a better job than 
that done by competitive countries. The State Department now has 
many such officers but often performing other tasks. We will seek 
them out and put them on commercial work. Businessmen who are 
mature, energetic, and experienced will be recruited. We know that 
a number of excellent people are available. Our Ambassadors and 
top officials have been called upon to support more actively and en- 
courage commercial work more strongly at their posts. 

We can then assure the American businessman that when he goes 
abroad there will be a trained, knowledgeable man willing, able, and 
anxious to help him directly and specifically with his problems. A1I 
officers will have close working relations with high-level government 
officials and with foreign businessmen. They will know the regula- 
tions and the businessman’s interest in the foreign country. 
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They will, therefore, be able to make meaningful and helpful con. 


i 


tacts with potential customers. The American businessman. will be | 


able to obtain advice on local customs, local trade opportunities, bus. 


iness prejudices, local channels of trade, and a multitude of other 


specialized subjects, 
PROGRESS IN REMOVAL OF DISCRIMINATIONS 


Perhaps the most important function of our oversea officers, jn 
fact. of the Ambassador and his entire staff, will be to make even 
more forceful representations for the removal of trade restrictions 
and discriminations. 

For 25 years the United States has been negotiating tariff redue- 
tions with foreign countries, on a reciprocal basis, under the authority 
of the 1934 Trade Agreements Act. Our trade agreements program 
was an important factor in reversing a trend tow ard increased trade 
barriers throughout the world during the 1930's and has been of major 
importance in maintaining the momentum toward freer trade in the 
postwar period. 

The five major multilateral negotiating conferences which have 
been held under the GATT have resulted in thousands of tariff 
concessions under which well over half the trade of participating 
countries flows. These countries have benefited not only from the 
tariff reductions negotiated, but also from the stability of the reduced 
tariff rates which are bound against increase under the agreement. 

We in the Department of Commerce are keenly aware of the 
importance of this forthcoming conference in providing an oppor: 
tunity to bargain for tariff reductions abroad and thus to strengthen 
the U.S. export position in a world market which is coming to 
be increasingly competitive. Within the past few weeks we have 
begun a series of weekly meetings in the Department of Commerce 
with representatives of individual U.S. industries in order to obtain 
their views as to measures which the U.S. Government could under- 
take to expand export trade. An important part of these meetings 
is devoted to industry suggestions regarding tariff concessions which 
the United States might request from other countries in the 1960-61 
tariff conference. 

We also seek information at our weekly meetings regarding the 
particular nontariff import restrictions which industry representatives 
feel are most important in limiting U.S. exports. This information 
will help us concentrate our efforts on the removal of these trade 
impediments along the most productive lines. 

In the early postwar years it was inevitable that many countries 
whose production and trade patterns were disrupted by the war 
would find it necessary to maintain licensing and quota controls on 
imports, particularly from the dollar area, to preserve limited foreign 
exchange reserves. With the gradual recovery of Europe and the 
return to a period of relatively normalcy i in world trade, these controls 
have been progressively reduced. 

Progress during the past few years in the removal of qu: intitative 
import controls has been impressive, especially since the end of 1958 
when a number of European countries introduced external currency 
convertibility. The need to discriminate against dollar goods for pay- 
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ments reasons now has been virtually eliminated and country after 
country is t taking steps to bring its import system into line with this 
changed condition. 

While the above actions to remove restrictions, other than tariffs, 
are extremely important, many regulations of foreign governments 
often are completely : arbitrary and ‘shortsighted, must be : persistently 
called to the gov ernment’s attention and followed up almost daily 
until the desired action is obtained. This can only be done by skilled 
and dedicated Foreign Service officers. 


IMPROVEMENTS IN GOVERNMENT TRADE SERVICES 


The commercial reporting responsibilities of the oversea posts are 
being reviewed to minimize workloads not contributing to export pro- 
motion. The streamlined information so essential to business will be 
stepped up. There will be greater depth and better quality, all 
available much more promptly in the United States. 

The Commerce Department has primary responsibility for the dis- 
semination of this information. Unless all data reaches the man who 
needs it at the time he needs it, it is wasted. The Bureau of Foreign 
Commerce, the Business and Defense Services Administration, and the 
field offices will be staffed to see that this objective is accomplished. 

I would like to give you a few specific illustrations of what I mean. 
We should prov ide to businessmen the names of foreign firms known 
to be potential markets for specific items. We should supply ratings 
on individual firms whereby the smallest businessman can determine 
the reliability of the man with whom he proposes to enter business 
negotiations. We should obtain quickly brief commodity surveys 
adequi ite to tell the businessman how to enter into the proper channels 
of distribution. 

Today work of this nature is most inadequate. Requests for infor- 
mation have increased by 38 percent the past year, and are continuing 
to increase this year. We cannot supply all of the information, nor 
obtain it quickly enough. There are many trade lists that are not now 
available which should include potenti: al customers and distributors, 
who would offer a tremendous export potential. 

We should make special trade contact. surveys designed for the 
manufacturer seeking foreign outlets. We should make market re- 
search studies to determine the size and nature of foreign export 
opportunities. We should make commodity-industry surveys to 
point up the opportunities opening up in all parts of the world and to 
make available to our sellers detailed information on the actions of 
competitors, including competitive prices, credit terms, quality, and 
delivery dates. 

Every businessman going abroad should receive a thorough briefing 
in either our field offices or here in W ashington so that he does not 
have to waste time overseas obtaining facts “alres uly available. The 
traveling businessman should be introduced to the commercial staffs 
ineach of our for eign posts where he expects to stop. 

The committee is, I am sure, familiar with our publications. These 
are inadequate for servicing business under a real export drive. With 
the increased staffing of the For elgn Service more opportunities will 
be generated. It is absolutely essential that they be immediately put 
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in proper form for the businessman and sent to him promptly. These 
ublications not only give him the specific tools for engaging in exports 
ut also can serve as a guide and stimulus to investigate specific 
markets. 

A properly staffed Foreign Service will uncover many more export 
opportunities. Our trade missions, which are now being oriented 
toward exports, can uncover thousands of other opportunities. These 
opportunities must be distributed directly to the Misia community, 
utilizing the field offices, the commodity and industry experts in 
the Business and Defense Services Administration, our own pub- 
lications and the publications of the chambers of commerce and 
other associations. The regional export promotion groups, which 
I previously mentioned, will find these authenticated opportunities 
invaluable. We expect to utilize our field offices for direct person- 
to-person contact with potentially interested exporters to make known 
these opportunities. 

An increasing number of manufacturers will call upon us for 
specific advice on how to set up sales connections abroad, with the 
pros and cons of agents, direct sales offices, and other methods 
thoroughly thrashed out. As in the past, there will be many 
demands upon us for data on tax laws, customs regulations, packag- 
ing requirements, and a multitude of other details essential to proper 
exporting. The services we render on settling trade complaints, 
usually arising from misunderstandings, can do much to create good 
will and increase the mutual confidence so necessary for trade. 

To sum up, we must have increased specialization and know-how 
in the hands of our country specialists so that our publications 
and consultations will reflect a greater depth of knowledge and more 
completeness of detail. Today we have to rely on one junior analyst 
to handle 19 Central American countries. One analyst is in charge 
of Australia, New Zealand, and 10 other areas. It is obvious that 
business will not receive the kind of tools it needs with such sparse 
coverage. 

It should also be pointed out that these same country specialists 
have to carry much of the load for the all-important tariff negotia- 
tions and serve as policy advisers. 

I believe that one example which has a bearing on bringing new 
business into the export field would be of interest to you. Recently 
a small manufacturer told us that he had increased his oversea 
sales approximately 314 since 1955. He attributed this success 
entirely to the data supplied by the Commerce Department. By 
“data,” he meant such things as information on foreign tariffs and 
trade controls, information relating to industrial property rights 
and protection, trade statistics needed to analyze markets, basic data 
on preparing shipments needed for the export business. 

The firm also utilized our trade lists and obtained world trade 
directory reports on their more promising potential customers. 
Individual agency surveys were undertaken to determine, by an on- 
the-spot canvass, interested and competent distributors. We also 
helped them to adjust a trade dispute. 

We believe such services keep exporters in business and we are 
confident that knowledge of the availability of such services will 
induce many companies to go into the export business. 
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TRADE FAIRS, TRADE MISSIONS, AND TRADE CENTERS 


For the past 5 years, as you know, the Department has mounted 
exhibits in trade fairs all over the world and sent out trade missions 
both in conjunction with these fairs and independently. The origi- 
nal concept of such fairs and missions was to get across to other 
peoples a true image of life in America. In other words, the primary 
purpose was to carry this message through means and media exclu- 
sive of trade. 

We have now come to realize that stimulation of trade is the best 
way to carry out this primary purpose. 

We believe that this objective has important psychological over- 
tones. In my opinion trade fairs are an extremely important tool 
for the promotion of exports. We have only made a beginning 
in maximizing their impact. Under this new program we not only 
propose to go to more places but to exploit fully the trade potential 
inherent in exhibits. 

The trade missions, staffed by successful businessmen, have had an 
outstanding record. Each mission, if properly selected and sent to 
specified trading areas, can uncover literally hundreds of export op- 
portunities. As I mentioned above, we expect to pinpoint such oppor- 
tunities for interested American businessmen much more accurately 
than in the past. 

Even at best, the United States can only enter a very limited 
number of the hundreds of fairs held throughout the world annually. 
Valuable as our exhibits may be, it is much more important to have 
American companies set up their own exhibits at foreign fairs. 
Today most American companies are not aware of such opportunities. 

We propose to utilize fully all of the business contacts which I 
have briefly touched on above to bring these fairs to the attention 
of businessmen and point out the many advantages which can accure 
to them by participating with exhibits of their own. 

A technique used by some of our competitors is to set up a per- 
manent trade center in a prominent trading area with real market 
potentials for products of their country. Exhibits are rotated and 
salesmen are present with order books. We propose to try out the 
same technique next year with two permanent centers, one located 
in an industrial country and one in a newly developing country. 
Space will be rented in a prominent central location and a series 
of exhibits of American sinddtiots displayed in cooperation with their 
producers. The local commercial officers and the commercial library 
may, under certain circumstances, be located in the center. This idea 
has great possibilities and we will expand it as experience proves 
its worth. 

I would like to emphasize that all these trade fair and trade mission 


activities require the closest cooperation between the Department of 
Commerce staffs and the Foreign Service. 


PROMOTION AS TOURIST TRAVEL TO USA 


The deficit of our foreign travel expenditures far exceeds our 
receipts from travelers from abroad and represents an important 
element in our overall balance of payments. Any program which 
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has as its basic aim the improvement of the balance-of-payments posi- 
tion of the United States through increased exports should take into 
account the increase of travel by ‘foreign visitors. 

Collectively, these visitors already represent a significant souree 
of foreign exchange. They permit us to “export” goods and services 
which w vould not otherwise enter into the balance of payments, such 
as hotel accommodations, domestic transportation, and restaurant 
services. The latter constitutes a means of exporting agricultural 
products without side effects. In fact, the foreign trav eler’ s dollar | 
trickles surely and quickly to every segment of our economy as he 
buys a wide variety of products and services. 

This year the United States is embarking on its first concerted effort 
to increase the flow of travel from abroad. The campaign was 
launched by a Presidential proc lamation designating 1960 as “Visit the 
United States of America Year.” The travel year, however, marks 
the beginning of a longer range program aimed at the development of | 
more travel from foreign countries to the United States. 

This new travel program is being undertaken on a modest basis but 
in a sincere manner. It was launched as a truly cooperative activity, 
with private industry assuming the leading role in the promotion of 
travel from abroad, and with the Government agencies, within the 
limits of their functions and budgets, assisting wherever possible. 

I might say that the private interests have furnished all the money, 
or practic ally all of it. 

Since coordinating the Government’s part of this program is the | 
responsibility of the Department of Commerce, a “Visit U.S.A. 1960 | 
Committee” was appointed consisting of 25 of the Nation’s prominent | 
business, industrial, agricultural, labor, educational, and civic leaders 
to the primary responsibility for planning and coordinating this joint 
Government-industry program. This Advisory C ommittee in. its 
dedicated effort to make the travel year the success warranted has 
done a most commendable job and one which deserves the full support 
of every American. 

Unquestionably, international travel, as an industry and employer, | 
deserves the recognition and attention of the Congress, I am glad, 
therefor, to see the interest of your committee in this important sub- | 

ject, and I wish to commend Chairman Magnuson, with whom I 
oe discussed the subject at length, for his efforts on behalf of the 
travel industry. 

The views of our Department on the chairman’s bill, as well asa | 
bill for similar purposes which was introduced by the distinguished | 
senior Senator from New York, Mr. Javits, have been filed with the | 
committee. These views in detail need not be repeated here, although 
I would like to say this: 

We approve generally of the provisions of the main sections of 
these bills insofar as they describe executive branch activities in this 
field. 

We also note with favor certain of the principles of operation set 
forth in these hills, including the full utilization of existing Federal 
and local government and private industry facilities. 

We appreciate that Congress recognizes the need to devote sul 
cient resources to carry out “needed travel activities. And if it meets 
with the committee’s pleasure, Assistant Secretary Fisk, who 1 
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scheduled to appear before the committee, will at that time outline to 
you our present travel program and discuss with you in greater depth 
our ideas for strengthening it. 

I have only attempted to touch upon the broader aspects of our 
export expansion program. The details have been made a railable to 
this committee and, of course, my staff is always at your disposal. 

In closing, I want to express to you my appreciation for the op- 
portunity which has been so generously given to me to outline our 
program. 1 want to assure you that we of the executive branch do 
not look on these plans as a solidified final document. Our thinking 
and planning must be continuous and the program kept fluid and 
flexible as it grows. Our experience and the experience of business- 
men will dictate many modifications as we move along. I am con- 
fident that important ideas will come out of this committee as a result 
of your own knowledge and the testimony of businessmen brought 
out in your hearings. We anticipate receiving valuable suggestions 
from you. 

Thank you. 

The Cuatrman. Thank you, Mr Secretary. I know that members 
of the committee have some further questions, but you do have to 
leave. These hearings will be going on for several days, and I am 
sure we will work out an opportunity for you to come back. 

Secretary Muetier. We will arrange an opportunity. 

The CnamrMan. Yes. 

Secretary Muretier. May I be excused / 

The CHarrMaAn. Yes. 

Secretary Mvetier. Thank you. 

The Cuatrrman. Mr. Ray, you have a short statement. We will 
proceed with you. 

Mr. Ray. Fine. 

The Cuatrman. Mr. Philip Ray is the Under Secretary of 
Commerce. 

Mr. Ray. Mr. Chairman, as Secretary Mueller noted in the course 
of his testimony, in my capacity as Under Secretary of Commerce I 
served as Chairman of the Interagency Export Expansion Task 
Force which was given the responsibility of preparing the export 
expansion program. Perhaps you will be interested in how the formu- 
lation of this group came about, and what we as a task force did. 

Briefly, first, however, the major factors leading to the development 
of the program we are presenting to your committee today were these: 

1. Sharply increased trade competition in oversea markets, particu- 
larly from Western Europe and Japan, as well as the threat imposed 
by the announced Soviet trade and economic offensive. 

2, New trade opportunities for America enhanced by new pros- 
perity in Western Europe and elsewhere and also by the elimination 
and relaxation of discriminatory restrictions against the importation 
of U.S. products. 

_ 8. The prospect of another substantial balance-of-payments deficit 
In 1959, brought about in part by the prospect of a reduction in our 
export surplus. 

4. Increasing interest. and curiosity on the part of business in 
foreign markets, an interest theretofore largely confined to a very 
small fraction of U.S. firms and industries. 
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A favorable base from which to start expanding exports, by 
onic I mean that whereas the United States is the largest exporter 
in the world, the percentage of exports in relation to our gross na- 
tional product is very small as compared with other industri: al ns itions 
of the world. 

With these factors before us, we set about to develop a clear- -Cut, 
single-minded action program with no other purpose than to increase 
the ¢ exports of the United States. 

Out of this environment came the proposal for the Interagency Ex. 
port Promotion Task Force, and soon thereafter the task force was 
established with the following members—I believe the Secretary’s 
statement has already listed them, so I will pass to page 3. 

The task force agreed upon the areas which should be studied, as 
a basis for the development of an action program, and established 
an Export Promotion Steering Group under the chairmanship of 
then Assistant Secretary of C ommerce Henry Kearns. 

The studies were assigned to 12 individual working groups con- 
posed of the Department of State, the Department of Commerce, and 
the Bureau of the Budget. The subjects to be studied were these: 

I. Area market evaluation 

II. Content of commercial activity of the Foreign Service 
III. Resources and activities of the Department of Commerce 
IV. Staffing patterns 

V. Personnel policies and procedures 

VI. Training 

VII. Improving oversea facilities 

VIII. Reporting 

IX. Communications 

X. Trade fairs, trade centers, and trade missions 

XI. Business relations for export promotion 

XII. International travel 

In addition, the task force recommended study of the need for 
export credit insurance in certain areas of coverage. Consideration 
of this subject by the nner -Import Bank, in conjunction with a 
working committee of the National Advisory ‘Council on Internation. 
al Monetary and Financial Problems, has resulted in the adoption 
by the Ex xport-Import Bank of an enlarged program for export credit 
insurance of political risks in short- term transactions and certain 
other modifications in practice that will be of major significance to 
U.S. exporters. Since I understand that the Export- Import Bank 
will present. its program to this committee in detail, I shall not 
attempt to discuss it further. 

For the record, I should like to submit for the committee’s record 
the reports of the first 10 of these working groups. The working 
group report on “Business Relations for Export Promotion” has, in 
effect, been obviated by the rapid development of business interest 
and activity on this subject—of which more later—and the report 
on “International Travel” is currently before the Interdepartmental 
Travel Policy Committee for further study. 

The Cuarrman. Also put in the record at this point the evaluation 

of the travel dollar gap. 

Mr. Ray. Yes, we will do that, in addition to the detailed studies 
of the 10 working groups. 
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Senator Pastore. Will that be country by country, too, Mr. Chair- 
man ¢ 

Mr. Ray. This is country by country in many areas. For example, 
it shows the level of our trade in each country and evaluation of 
where more aggresssive expansion might take place. Where the 
travel figures will be by country I can’t say. 

Mr. Fisx. I think not. 

Mr. Ray. I think not. 

The Cuarrman. Break it down the best you can, maybe area by 
area. 

Senator ScuorprreL. Will an abbreviated analysis of this be made 
available to each of us? 

Mr. Ray. Are you speaking of the working group reports? 

Senator Scnorrren. That is right. 

Mr. Ray. We can do that. I was hoping, if it wouldn’t encumber 
your record too much, that this entire volume might go into the 
record, or an appendix of it, because it really is the heart and detail 
of the program that we are presenting. We do have a summary 
which I will introduce in a minute. 

Senator Scnorpret. All right. 

Mr. Ray. But it doesn’t go into the detail that this does in the 
various 10 areas. 

The Cuarrman. All right. 

(The document referred to appears as Appendix A.) 

Mr. Ray. These working groups reports to which I have just re- 
ferred are voluminous, but I should like to touch upon a few of the 
highlights to indicate the detail and depth of the work. 

For example, the working group an area market evaluation studied 
market conditions in 96 countries. The market potential for each 
of these countries was assessed by country experts and the possibili- 
ties for increased sales were pinpointed and expressed in estimated 
dollar volumes. For example, the summary evaluations went into 
such details as the following: 


Under a reasonably well implemented stabilization program, Paraguayan 
imports from the United States should increase from the 1956-58 average of 
$6 million annually to possibly $10 million in the next few years. 

The working group on the content of commerical activity of the 
Foreign Service prepared specific instructions on the duties of com- 
mercial officers overseas, such as “Engage in institutional promotion 
of American products.” 

The Working Group on Resources and Activities of the Depart- 
ment of Commerce assessed the current resources and future 
requirements of the Department of Commerce in its role as the agency 
of Government having central responsibility for service to business 
in the trade promotion field. This working group concluded that the 
Commerce facilities “are not the full measure of what the Nation 
requires,” 

The CrHatrman. In other words, their conclusion was that we 
should be speeding up this program insofar as your shop is concerned ? 

Mr. Ray. That is correct, Mr. Chairman. 

The Cuarrman. And I understand that it will be implemented 


by a recommendation which will come before the Congress shortly. 


Mr. Ray. That is correct. 
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The Cuarrman. All right. 

Mr. Ray. The Working Group on Stafling Patterns recommended 
that “the magnitude of the total buildup over a period of time be 
considered within the dimensions of 125/160 additional commercial 
officer positions * * *” including longer term assignments, more 
business orientation and training, “and additional rank in the foreign 
service structure. 

Other working groups developed equally as pertinent studies and 
recommendations. 

A listing of these major recommendations has been printed and 
I should like to submit a copy for the committee’s record Mr, 
Chairman. 

The Cuarrman. In that particular case, Mr, Secretary, our staff 
report does point out that one of the problems involved is just what 
you mentioned; the changing of these people around when they 
become well versed in the economic problems of their particular 
area, 

Mr. Ray. Yes. I should like, if I might, to go back briefly to 
Senator Pastore’s question in that connection. This was considered 
by the task force of which I was the chairman. Our primary 
thought in regard to the expansion of our exports was that it will 
suct ceed just as it becomes a govermental policy, not merely a depart- 
mental policy. 

In my opinion, and in the opinion of business leaders with whom 
I have talked, it is essential that everyone from the Secretary of 
Commerce, the Secretary of State, people i in the Congress, the business 
people, the Ambassador, the foreign consular, all treat this as a 
matter of national importance. 

I think it is being so treated. I think the executive branch is 
cooperating in a very united way. We are so pleased to have had 
an opportunity to share the development of this with your staff. 
Again I say the overriding consideration in my mind is: Is this 
going to be a No. 1 governmental policy that everyone pursues! 
And it will succeed if it is. But if it becomes a matter of a segre- 
gated definition of this or that department’s responsibility, in my 
opinion it won’t succeed as well. 

I would like to offer, if I may at this time, a list of printed 
recommendations which tend to summarize some of the major recom- 
mendations involved in the working group studies. 

The Cuarrman. All right. 

(The document referred to follows :) 


NATIONAL EXPORT EXPANSION PROGRAM (WORKING GROUP 
STUDIES) 


List oF MAJOR RECOMMENDATIONS 


I. PROPOSED NEW AND EXPANDED ACTIVITIES OF THE FOREIGN SERVICE 


1. On all possible occasions press for the removal of restrictions which in 
general prevent the sale of U.S. products and for an end to anti-United States 
discriminatory treatment. 

2. Identify potential customers and sources of supply for specific business 
representatives. 

3. Where requested, exert diligence in finding suitable trading connections 
for U.S. firms. 
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4. Be active in making available to the local business community catalogs price 
lists, descriptive data, advertising and other promotional materials. 

5. Engage in institutional promotion of American products. 

6. Give emphasis to the establishment and maintenance with officials in busi- 
ness and government in the assigned area of personal contacts of a broad and 
inclusive character. 

7. Travel extensively in their districts for the purpose of developing contacts 
and seeking out trade opportunities which would be helpful in promoting U.S. 
exports. At the same time, the Foreign Service officer is to be alert to identify 
problems inhibiting the sale of U.S. products, and to suggest remedies. 

8. Be present at bid openings to the extent practicable where U.S. firms are 
concerned to gather information and to demonstrate the interest of the U.S. 
Government in these events. 

9. Where U.S. trade centers are established, lend energetic support and assist- 
anee, and provide policy guidance. 

10. Give guidance to American businessmen, as requested, in the preparation 
and presentation of proposals for sale of American products. 

11. Encourage American businessmen to meet with local trade groups and to 
do what they can to encourage local acceptance of U.S. products in general. 

12. Bring about to the extent feasible the acceptance of U.S. standards and 
specifications so that U.S. business may compete more effectively. 

13. As appropriate, schedule appointments with private local businessmen and 
government officials on request of American businessmen visiting the post and 
accompanying them on visits. 

14. Assist actively trade missions and trade fairs, and exploit fully the trade 
promotion and contact opportunities afforded by their presence. 

15. Assist in the promotion of traval in the United States by cooperating with 
tourist promotion agencies, by distributing promotional material, and by evalu- 
ating the travel market. 

16. In specific cases where a possible sale of an American product is involved, 
assist in eliminating any obstruction imposed by the foreign government. 


Il. PROPOSED NEW AND EXPANDED ACTIVITIES OF THE DEPARTMENT OF COMMERCE 


1. Stimulate business interest in export markets by inauguration of a national 
export promotion program. This will require the combined energies of the 
Washington-based staff, the Department of Commerce Field Service located in 
major trading centers of the United States, the Foreign Service overseas and 
other U.S. Government agencies. Specifically the following new or expanded 
activities are proposed to be undertaken. 

(a) Canvass, systematically, manufacturers in the judisdiction of each 
field office to make certain that the possible business advantages of engaging 
in export trade are not overlooked ; 

(b) Establish new techniques for disseminating promotional and factual 
publications relating to foreign trade, including a system of card index files 
of exporters and potential exporters organized by commodity ; 

(c) Establish goals for each field office which will call for the intro- 
duction of new firms into the export business during specified periods ; 

(d) Organize through chambers of commerce and otherwise as appropriate 
World Trade Week programs and similar promotional programs ; 

(e) Establish foreign trade clinics to discuss the mechanics of foreign 
trade; and 

(f) Introduce a followup assessment of the effectiveness of efforts to 
Stimulate interest in exports and to obtain concrete suggestions from the 
business community for improvements. 

(g) Estabilsh additional regional foreign trade groups modeled along the 
line of the present West Coast Advisory Committee ; and 

(h) Increase the number of speaking engagements of Government officials 
concerned with foreign trade, especially by policy officials and Foreign 
Service officers. 

2. Improve trade services by three main lines of effort : 

(A) Better quality, greater depth, and more specific detail of a practical 
character on a product basis; (B) wider dissemination of trade leads, together 
with greater pinpointing of opportunities for U.S. firms likely to be able to use 
the leads; and (C) increased output of the Foreign Service in terms of trade 
leads developed, representational efforts to be undertaken on behalf of U.S. 
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business, and related services to assist active foreign sales efforts by U.S, 
business. : i 
The principal elements in the program of increased trade service should: 


(a) Include commodity-industry market surveys to be prepared jointly 
by industry and country specialists for selected products and markets 
having a significant potential for increased exports. During the first half 
of fiscal year 1961 probably only short market surveys would be attempted 
and more intensive studies would be undertaken during the latter part of 
the fiscal year. The demands on the Foreign Service would be in balance 
with the increased resources of the Foreign Service to accomplish the neces- 
sary fieldwork for these market surveys ; 

(b) Provide better and more timely economic and trade data. Increased 
specialization on a country basis will provide during the course of fiscal 
year 1961 better information on which U.S. business may base its decisions 
respecting efforts to increase sales in foreign markets. Au experimental 
program of preparing market indicators for selected countries would be 
undertaken. Indicators selected would be attuned to the conditions pre 
vailing in particular countries; e.g., vehicle registrations, number of tele 
phones, cement used, and similar statisical measures of economic activity, 
Additionally, details on foreign government economic development programs, 
private plans for industrial expansion, etc., would be highlighted. The re 
sults of the program would be communicated to U.S. business through 
publications, press releases, consultation with business, trade associations 
and research staffs of business corporations and private foundations con- 
cerned with trade. This activity will be expected to gain momentum and 
depth as the program progresses, but no significant additional demands on 
the Foreign Service would be involved. 

(c) Provide improved aids to exporters on the mechanics of foreign trade. 
Publications and counseling through the field service on the practical prob- 
lems involved in preparing export shipments, freight forwarding, foreign 
customs regulations, tax laws, export financing, ete., would be improved. 
This will result in some workload for the Foreign Service. 

(d@) Provide improved aids to potential exporters in finding markets. 
Selectively would be emphasized in the organization of trade lists and the 
dissemination of trade opportunity leads. By tailoring information and 
services to fit the needs of specific categories or exporters, this service can 
be made more concrete and practical as an export promotion tool. The 
expanded volume of trade leads generated by the Foreign Service would be 
processed by Commerce, with the buildup of Commerce staff to a degree 
preceding that of the Foreign Service in order to permit greater exploita- 
tion of the potential of each opportunity lead. 

(e) Provide a means of following up trade leads and evaluating results. 
This effort will be undertaken for the purpose of eliminating waste and 
improving quality of services rendered. Additionally, some measure of the 
favorable impact of the program may be obtained in this way. 

(f) Provide additional marketing information and services by: 

(1) Increased briefing of U.S. businessmen going abroad ; 

(2) Obtaining trade leads from businessmen returning to the United 
States; 

(3) Providing more information on obstacles to selling U.S. products 
in specific foreign markets, e.g., local restrictive business practices, local 
tastes and prejudices, technical factors limiting use of U.S. products 
packaging, pricing, etc. ; 

(4) Provide the Foreign Service with information on new product 
developments in the United States; and 

(5) Assist businessmen in adjusting sales techniques to foreign con- 
ditions; e.g., advice on translation of catalogs, use of foreign advertising 
consultants, use of agents or other representatives abroad, etc. 


IIT. PERSONNEL POLICIES AND PROCEDURES 


1. Seek the assistance of the U.S. Chamber of Commerce and trade associa- 
tions in addition to utilizing normal recruitment channels in obtaining qualified 
FSRO’s for commercial work, conduct panel examination of FSR candidates in 
the field when feasible. 

2. Raise the maximum age of Foreign Service reserve officers recruited for 
this program to 65. 
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8 Give a 2-month basic course to all new assignees to commercial functions, 
expand in-service training for commercial personnel and establish a 1-year 
commercial training rotation for selected FSO’s. : 

4. Reexamine, after the size of the program has been determined, the tentative 
development projections and identify a number of additional FSO’s for long 
term specialization in the commercial field. ; : 

5. Make available the quarterly list of vacancies and eligible officers for 
inspection by the Department of Commerce liaison officer. ; 

§. Establish rapidly special grades for key local employees under existing 
authority, regulations and procedures when such grades are required in order 
to fill positions in the export promotion program. 

7, Continue to apply the 4-year tour of duty policy recently adopted by the 
Department of State to officers serving in commercial positions. J unior Officers 
assigned to such positions do not normally rotate to other functions at their 

sts. 

8. Means should be urgently sought to provide increased recognition to officers 
assigned to commercial positions. In addition to exploring other means of 
providing commercial officers with the recognition they require, the Department 
of State should give urgent consideration to granting the title of “commercial 
counselor” in the circumstances where it may be warranted. 

9. Commercial officers when available in the United States should attend 
certain foreign trade seminars and should be given increased opportunities for 
visits to Commerce field offices. 

IV. TRAINING 


1. Provide orientation to new Foreign Service officers of class 8 in the place 
and function of commercial officers in overseas missions as part of their basic 
training course. 

2. Assign newly recruited commercial officers upon entry on duty to the 
Foreign Service orientation: Officer (M-110) course at the Foreign Service 
Institute. 

8. Assign newly recruited commercial officers and Foreign Service officers to a 
basic training course provided by the Department of Commerce. 

4, Provide sufficient intensive language training through the facilities of the 
Foreign Service Institute to supply the commercial officer with at least a 
minimum working knowledge of the most useful commercial language of his 
post of assignment. 

5. Continue and expand the present programs of the Departments of State and 
Commerce for the additional training of Foreign Service personnel already 
engaged in commercial activities. 

6. Establish a commercial training rotation program for selected FSO 4’s, 5’s, 
and 6’s to include formal and on-the-job training in State, Commerce, Commerce 
field offices, and private industry. 

7. Conduct refresher programs for commercial officers on home leave, including 
programs to acquaint them with new export developments and potentials and 
regional and area developments as appropriate. 

8. Conduct, by State and Commerce officials, periodic regional conferences of 
commercial officers abroad. 


9. Utilize State and Commerce officials visiting specific posts by consultations, 
briefings, conferences, etc. 


V. IMPROVING OVERSEAS COMMERCIAL FACILITIES 


1. Reallocate or obtain added space as soon as possible on U.S. held property 
wherever needed. 


2. Lease new space where existing facilities are inadequate. 

3. Establish, where necessary and desirable, and based upon adequate study, 
separate commercial libaries away from main offices of Foreign Service posts. 

4. Centralize all commercial publications at a single location, if possible, in 
main offices of posts. 

5. Encourage American business to make publications available in the com- 
mercially important local language. 

6. Publicize in a manner that will be meaningful to local businessmen and 
government officials the available commercial facilities of Foreign Service posts. 
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VI. REPORTING 


1. Instruct all posts to place a considerably greater emphasis in their commer. 
cial and economic reporting on those aspects which will be of direct asgis. 
tance to American businessmen in expanding their export sales. This emphasis 
should include: 

(a) Continuous and systematic reporting on the commercial policies of 
other countries, including or supplemented by timely spot reporting on al) 
factors affecting the local climate for American goods. 

(0) Providing adequate and timely information on business trends and 
commercial developments. 

(c) Providing punctually trade lists, timely world trade directory reports, 
and trade contact surveys, and in these reporting areas using greater 
initiative and imagination in voluntary reporting. 

(d@) Using ingenuity and initiative in the preparation of required and 
voluntary market research studies and commodity and industry reports; in 
particular, these reports should stress export potentiality, and should be as 
brief as their subject permits. 

(e) Providing information on obstacles to U.S. exports which require 
corrective action on the part of U.S. sellers, if they desire to enter a par- 
ticular foreign market. 

2. Instruct all posts to reduce the number of man-hours devoted to the prepa- 
ration and transmittal of import opportunities. 

3. Issue instructions for the immediate discountinuance of the weekly economic 
review at present required from 51 posts, and for its replacement by a biweekly 
report. 

VIII. COMMUNICATIONS 


1. Identify all communications related to the export program by the symbol 
“EXPORT” and, whenever possible make them unclassified. 

2. Use the advance copy system for the expeditious provision of copies of 
telegrams connected with the export program to the Department of Commerce. 

3. Air pouch a carbon carbon of Foreign Service reports prepared at posts 
abroad directly to the Department of Commerce. 

4. Permit Foreign Service posts to answer directly certain inquiries from 
U.S. exporters, with a copy to Commerce. 

5. Discontinue practice of assigning priorities to one-time trade inquiries to 
the field. Substitute “due date” priorities for numerical priorities in the case 
of one-time requests involving substantial workload. 


VIII. TRADE FAIRS, TRADE MISSIONS, TRADE CENTERS 


1. Expand progressively over the next 3 years U.S. official participation 
in international trade fairs under the President’s special international program. 

2. Place greater emphasis on the stimulation of trade through U.S. official 
participation in international trade fairs. 

3. Urge industry, through a Government sponsored promotion program, to 
play a greater role in international trade fairs whether or not the United 
States is officially participating. 

4, Raise the level of trade missions from the current number of 13 to 20 
in fiscal year 1961. 

5. Raise the ultimate level of trade missions to 25 by fiscal year 1962 so that 
trade missions may cover either annually, biennially or triennially all the 
important export markets in the world. (Two to four trade missions, com- 
posed entirely of specialists from one industry should be operative by fiscal 
year 1962.) 

6. Schedule trade missions so that greater emphasis may be given to emergent 
areas and other principal and potential U.S. export markets. 

7. Establish permanent U.S. trade information centers in the six principal 
international trade fairs of the world which attract buyers from all countries, 
viz, Milan, Hannover, Paris, Vienna, Tokyo, or Osaka, and either Utrecht or 
Brussels. 

8. Emphasize the export promotion aspect of the trade mission program 
through increased attention to the “business proposal service” by which trade 
missions may be of greater value to specific American exporters. 
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9, Take steps to assure greater attention by the Foreign Service, the Depart- 
ment of Commerce and the field offices to the followthrough activities of trade 
missions. 

10. Establish in fiscal year 1961 two U.S. trade centers as pilot operations. 

11. Conduct a study of trade center operations in the United States and 
abroad, in order to ascertain the relative strengths and weaknesses of existing 
foreign trade centers operating in the United States and in foreign countries. 

Mr. Ray. Highlighting a few of those, to speed up communications, 
for example, it 1s recommended that antiquated procedures be dropped 
and that foreign service posts answer directly inquiries from U.S. 
exporters. sal 

The CHarrMAN. Do they now not answer inquiries directly ? 

Mr. Ray. The tendency or practice in the past has been for those 
inquiries in most cases to be directed to us, or to the State Department 
with copy to us, rather than to get right in the act of dealing with the 
businessman’s problem and keeping him current on the situation. 
The reporting of information of use to the business community 
should be improved with the recommendation to “Inst ruct all posts 
to place a considerably greater emphasis in their commercial and 
economic reporting on those aspects which will be of direct. assistance 
to American businessmen in expanding their export sales.” 

Cogent recommendations for improvements in our trade fair and 
trade mission program are also included in this list of 
recommendations. 

On the basis of the work done by the interagency steering group 
and its 12 working groups, the task force prepared a report which 
Ishould like to submit for the record. 

This will in some measure, I think, answer Senator Schoeppel’s 
question, because it is a summary of the working group reports and 
I should like to place that in the record. 

The CHarrmMan. Without objection, that will be placed in the 
record in full. 

(The document referred to follows :) 


REPORT ON NATIONAL EXPORT EXPANSION PROGRAM 


A national program to promote an increase in the volume of U.S. exports 
was announced by the President in a special message to the Congress. The 
message initiates new action by the executive branch in a series of coordinated 
measures to improve and expand government services to private industry in 
the development of world trade and to enlist increasing cooperation between 
government and business in finding new markets overseas. 

The following report of the Interagency Export Promotion Task Force 
describes the current world economic situation, the reasons which prompted the 
program and some significant recommendations. Task force recommendations 
have been accepted by pertinent executive branch agencies and now are the basis 
for national export expansion program (from the Office of the U.S. Under 


Secretary of Commerce, Chairman, Interagency Export Promotion Task Force, 
Washington, D.C.). 


A NATIONAL PROGRAM To ExpPanp U.S. Exorts 


REPORT OF THE INTERAGENCY EXPORT PROMOTION TASK FORCE 


The program is the result of several months’ intensive survey and study by 
the executive branch of current trade problems and attractive oversea sales Oop- 
portunities. Reports and suggestions were received from authorities on trade 
in the private sector and from Government officials at home and abroad. 
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The Interagency Task Force under whose direction the program was developed 
consists of the following members: Under Secretary of Commerce, Chairman; 
Director of the Bureau of the the Budget; Under Secretary of State; Under 
Secretary of the Treasury; Chairman of the Council of Economic Advisers; 
Chairman of the Council on Foreign Economic Policy; and President of the 
ixport-Import Bank. 

In addition, other interested departments and agencies of the executive branch 
were consulted. The detailed research and planning together with recommen. 
dations for action were developed for the task force by the Interagency Steer. 
ing Committee, with the Assistant Secretary of Commerce for Internationa] 
Affairs as Chairman. 

To the extent possible, parts of the program have already been put into effect, 
In order to make further progress toward a fully effective program as rapidly 
as possible, however, a supplementary appropriation request will be forthcoming, 

The program recognizes that business development is essentially the respon. 
sibility of private enterprise. 

With this in mind, the executive branch has consulted with a broad crogs 
section of the U.S. business community. Moreover, it is proposed that there be 
established a compact organizing group of business leaders to plan and promote 
an export drive by business; to enlist the active support of existing national and 
local business groups, to find sectors in which better results can be obtained, to 
assist and encourage business groups abroad, and to develop an organizational 
structure adequate for these purposes. 


FUNDAMENTALS OF THE PROGRAM 


Progress toward the achievement of an expansion of U.S. exports in growing 
world markets is dependent on vigorous, imaginative, and enthusiastic under. 
takings at home and abroad. U.S. business and industry must bear the princ- 
pal responsibility for a more vigorous and effective commercial effort but, at the 
same time, the U.S. Government can and should encourage private enterprise 
to undertake the effort and provide facilities and services to promote their gue 
cess in the national interest. 

Our studies and field reports clearly show that additional U.S. Government 
efforts in the export promotion field can be fully effective only if private enter. 
prise can be stimulated to take a much more active interest in the export field. 
It is believed that the recommendations in this report collectively provide real 
hope for the future and represent a course of action which should be initiated 
now. 

The following are the fundamentals: 

1. The executive branch will give priority to the promotion of U.S. exports as 
being in the national interest. A sense of urgency, national purpose, and dedi- 
cation of intellectual and physical resources to this end is required. ‘The Depart 
ments of Commerce and State will accord this program high priority. 

2. An integrated export promotion drive, at home and abroad, would be ini- 
tiated immediately and developed as rapidly as possible. 

(a) The Department of Commerce would undertake to stimulate the interest 
of U.S. business in export trade through a variety of vigorous promotion pro 
grams. To achieve a major increase in exports, firms new to the trade and those 
already exporting should be made aware of the value of export markets, the in- 
portance of expanded exports to the national growth of the United States, and of 
the facilities made available by the the Government to assist them. U.S. busi- 
nessmen should be so stimulated and oriented toward foreign market opportut- 
ities. Particular attention would be paid to the needs of medium-sized and 
smaller business firms. 

(6) The Department of Commerce would improve and expand its export 
trade services. Included in this proposed improvement and expansion are: 
The preparation and dissemination of foreign market surveys on a specific 
product and country basis; improved techniques for dissemination of trade 
opportunity leads, analysis of major competitive weaknesses of U.S. exports, 
information on foreign economic and trade conditions and practical advice 
designed to help American firms get into the export business; and increased 
efforts to improve personal contact with American businessmen through domes 
tie field offices. A significant increase in Department of Commerce personnel 
will be required to carry out these functions. 
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(c) The Department of State would establish a vigorous reemphasis upon 
trade promotional activity on the part of the Foreign Service. Greater efforts 
would be devoted to assisting U.S. business to find and compete for export 
markets. To this end, commercial officers have been directed to travel more 
widely in their area of assignment, give more personal attention to visiting 
pusinessmen, attend bid openings to the extent practicable, and encourage use 
of U.S. standards and specifications. 

(d) The Department of State would effect significant expansion in the 
pumber of commercial officers and staff assigned to export promotion work 
as required. Such expansion would be kept in balance with development of the 
program in the United States, domestic facilities for dissemination of Foreign 
Service reports and the increasing demands for services abroad. Personnel for 
this program would be recruited among experienced businessmen, the present 
Foreign Service, and younger men and women wishing to qualify for a Foreign 
Service career. 

(e) The Export-Import Bank would provide export guarantees of noncom- 
mercial risks for short-term transactions. Additionally, the Bank will under- 
take the expansion and improvement of existing credit and comprehensive 
guarantee facilities for medium-term export transactions. These new facilities 
are needed to facilitate an expansion of U.S. exports and will be supplemen- 
tary to and will not compete with private banking institutions. The details 
of the new program are to be announced by the Bank. 

(f) The Department of Agriculture would expand its agriculture trade pro- 
motion activities to increase the sale of farm products abroad. 

8. Promotion of travel to the United States will be given additional emphasis. 


BACKGROUND 


The revival of free world industrial strength, particularly in Western Europe 
and Japan and the increase in the participation of these nations in the world’s 
commerce, together with necessary expenditures abroad to meet the national 
security and foreign policy objectives of the United States, have resulted in 
a large deficit in the U.S. balance of payments. 

It is now U.S. policy to bring the balance of payments situation into “rea- 
sonable equilibrium,” and possible corrective action is being explored on many 
fronts. It seems highly improbable that our present balance of payments 
deficit can be reduced to an acceptable level without an energetic and sustained 
export drive by priavte enterprise, with the help of the U.S. Government. 

These circumstances present a new challenge to U.S. interests in international 
trade. The economies of the industrially advanced countries have not only 
recovered but have reached unprecedented heights. Increasingly, their products 
have entered the international market in competition with those of the United 
States. Further, recently intensified efforts to encourage greater trade liberal- 
ization by countries abroad have had a salutary effect. 

If the United States is to maintain and increase its exports in growing 
world markets, it is in the U.S. interest to embark upon a national program 
to increase our trade. Foreign policy, fiscal policy, and business reasons 
require, in our national interest, that we place high priority on selling U.S. 
products and services abroad. In this way U.S. business can be encouraged 
to meet this increasing competition and to take advantage of new export 
opportunities now arising as a result of the general elimination of trade and 
currency restrictions on American products. The encouragement of tourist 
traffic to the United States is of similar importance. 

It is to this end that the executive branch of the Government has developed 
a program for Government action to assist in the expansion of U.S. exports 
which will enable the Government to fulfill its responsibility in this respect 
to American business and industry and to the Nation as a whole. 

The principal burden of preparation and implementation of this program 
devolves upon the Departments of Commerce and State. 

The program calls for joint efforts at home and abroad and requires an 
integrated and coordinated effort. The program will be initiated immediately, 
first efforts directed toward major markets having convertible currencies. 
and continued on a sustained basis over the longer term. 
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Bearing in mind the consequences of our export efforts upon friendly 
countries, the proposed program has been designed to— 

1. Maintain the U.S. position as a leader in the promotion of mutually 
beneficial international trade; , 

2. Strengthen the balance of payments position of the United States 
to assure its continued ability to purchase supplies from abroad ; 

3. Extend the benefits of trade to the American people generally, py 
stimulating in U.S. industry an increased interest in export trade; : 

4. Assure for American industry the full opportunity to share in the 
expanding market in the industrially developed countries of the free world: 

5. Increase private U.S. business participation in the economies of legs. 
es countries, and thus assist these countries in their development 
efforts ; 

6. Enable U.S. business, both large and small, to increase their sales 
abroad and thereby add to the growth of the economy. 

As presently constituted the Government’s services to business are designed 
primarily to provide information relating to domestic and foreign trade and 
to facilitate commerce. Activities have been primarily factual, analytical, ang 
of a service. character rather than advisory with respect to foreign commerce, 
Resources have been inadequate to permit the undertaking of programs designed 
primarily to enable U.S. industry to enter into competition for export mar. 
kets. The Government’s role has been primarily one of facilitation. 

The United States will continue to press for trade liberalization actions 
by other governments. It is expected that the U.S. program to increase the 
number of countries with which it has treaties of friendship, commerce, and 
navigation will also serve to influence favorably the position of the American 
exporters. 

DESCRIPTION OF PROGRAM 


The purpose of this section is to present the task force’s conclusions a 
to the major features of the program and how the program should be launched 
and carried into effect. Detailed budget justifications for the supplements] 
appropriations required for the full development of the program are bein 
prepared and will be submitted to the Congress in the normal manner. 

‘ 


1. Utilization of present resources 


The task force concludes that the importance of the export program requires 
maximum effort in the use of existing resources of the Department of State 
and of the Department of Commerce so that the program would not be unduly 
delayed until new funds might be appropriated. To this end a number of 
steps have already been taken or are in the process of being put into effect. 

Until additional funds become available these efforts should produce a nun- 
ber of tangible benefits to U.S. exporters. It is the opinion of the task force 
that the recasting of existing programs is of great importance but that this 
alone cannot provide resources necessary for an effective export program of 
the magnitude envisaged. 


2. Stimulating business interest in export markets 


In order better to alert U.S. industry to the opportunities for profitable 
business in foreign markets, extensive efforts to stimulate interest in exports 
should be undertaken throughout the country immediately. 

This calls for careful planning so that the promotional work can be under- 
taken in those cities of the United States where goods are produced that are 
likely to prove attractive for marketing abroad. Contact with U.S. bnsiness 
already is indicating the types of services by the Department of Commerce 
and the Foreign Service of greatest value in expanding trade. 

The stimulation of business interest in exports is a day-to-day function of 
the Department of Commerce. The export program contemplates that addi- 
tional direction and support will be given to such efforts, and that primary 
emphasis would be placed on personal contacts between the staff of the Depart- 
ment and businessmen and trade association leaders. 

To the maximum degree possible business, trade groups, banks, chambers of 
commerce, etc., will be urged and equipped to point out the opportunities in 
foreign trade and otherwise to play an increasingly important role in the 
national export program. 
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3. Improving trade services 


Improvement in U.S. Government trade services for U.S. business involves 
three main lines of effort—(a) better quality, greater depth, and more specific 
detail of a practical character on a product basis; (b) wider dissemination of 
trade leads, together with greater “pin-pointing’”’ of opportunities for U.S. firms 
likely to be able to use the leads; and (c) increased output of the Foreign 
Service in terms of trade leads developed, representational efforts to be under- 


taken on behalf of U.S. business, and related services to assist active foreign 
sales efforts by U.S. business. 


5. Foreign Service trade promotion activity 


The program envisaged by this report calls for an expansion of Foreign 
Service commercial activity and an increase in the effectiveness of existing 
activities. Foreign Service officers engaged in commercial activity will work 
in close and frequent association with business, trade, and industrial groups, 
as well as with similar officials of other governments. 


5. Increased participation in trade fairs and trade missions 


Past experience has demonstrated that U.S. participation, both by private 
industry and Government, in trade fairs and trade missions can have immediate 
and practical results asa means of stimulating U.S. exports. 

Greater emphasis, however, now will be placed upon the promotion of U.S. 
exports than has been the case in the past. With additional emphasis on follow- 
up efforts to assure exploitation of trade leads generated by trade fairs and 
trade missions, the results in terms of new business should be further enhanced. 
An expanded trade fair and trade missions program will be a significant factor 
in a successful export drive. Trade fair participation by the U.S. Government 


therefore would be progressively increased and the number of trade missions 
would be expanded. 


6. Pilot U.S. trade centers 


There would be established on a pilot basis, two permanent type U.S. trade 
centers to operate as an intensified extension of the Foreign Service commercial 
activities: one to be located in an industrially advanced country; the other 
aa less developed country. The exhibit operation would be under the direct 
management of the Department of Commerce exhibit manager, and provide a 
means of displaying U.S. products on a continuing basis. This is designed to 
provide an ever-varied display of U.S. products of interest to potential foreign 
customers. 


7. Improving overseas commercial facilities 


With a view to improving the trade promotional advantages of commercial 
libraries and reading rooms at posts abroad, it is proposed that they will be 


better equipped, better staffed, and better located where needed so as to serve 
business. 


8. Expanding promotion of travel to the United States 


Increased emphasis would be placed upon promoting travel to the United 
States, with programs and materials being prepared in the United States and 
increased activity undertaken at home and abroad to forward the program. A 
detailed program is being prepared by the Interagency Travel Committee. 


9. Supporting activities 


The export program being recommended herein by the task force has taken 
into account the need for improved supporting services, such as recruiting and 
training of new commercial officers to be assigned overseas and Department of 
Commerce trade specialists to serve in Washington and the field offices in the 
United States. These services would be phased in accordance with the sub- 
stantive requirements of the programs they are designed to serve. Present 
Department of Commerce and Foreign Service personnel would be given train- 
ing to supplement their background and knowledge relating to trade promotion. 
Improved communications between oversea posts and the Commerce Depart- 
ment have been planned and already partially put into effect. 
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Mr. Ray. This report discusses the background of the nationa] ex. 
port expansion program, sets forth a brief net of the program, 
and lists the fundamentals of the program, the first of which is this: 

The executive branch will give priority to the promotion of U.S. exports as 


being in the national interest. A sense of urgency, national purpose, and 
dedication of intellectual and physical resources to this end is req tired. 


This report notes also that— 


Our studies and field reports clearly show that additional U.S. Government 
efforts clearly show that additional U.S. Government efforts in the export pro- 
motion field can be fully effective only if private enterprise can be stimulated to 
take a much more active interest in the export field. 

In the development of this program, we consulted often with leaders 
of the business community, and we shall continue such consultations as 
our work progresses. Following the preparation of our task force 
report, however, it was decided to hold two businessmen’s conferences 
for the specific purpose of gaining industry’s views on our program 
package. 

The first of these two meetings was held on March 3 with business 
leaders representing some 12 of the top business associations, such as 
the NAM, the U.S. Chamber of Commerce, the International Chamber 
of Commerce, the National Foreign Trade Council, and so forth. 

The second meeting was a larger conference of some 160 businessmen 
representing a geographic cross-section of firms of all sizes. As you 
are aware, Mr. Chairman, many of the members of the business group 
which your committee organized to assist you on this subject were in 
attendance at that meeting. To assist us in gaining the full benefits of 
the collective experience of the participants in the larger meeting, we 
engaged the services of a Los Angeles firm of management consult- 
ants, and during the course of the conference the firm’s president, 
Mr. Ernest L. Loen, conducted what may be described as an idea 
engineering workshop, wherein he gathered the comments of each 
participant on the program we had presented and on the general sub- 
ject of expanding exports. 
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Mr. Loen’s report is particularly interesting, and I should like to 
submit a copy for inclusion in the committee’s record, together with 
his letter of transmittal. 

The CuarrMAn. Without objection, that will be placed in the record. 

(The document referred to appears as Appendix B.) 

Mr. Ray. I should like to read one sentence from the covering 
letter which Mr. Loen sent to us covering the report. After referring 
to the completed report he states, and I quote now: 

You will find it safe to assume therefrom that the overwhelming majority 
of knowledgeable executives from private industry are decidedly in favor of 
the proposed national program for export expansion. 

On the overall reaction to the program, Mr. Loen reported that 
of those persons stating their reactions, 71.8 percent were favorable 
to the program, 14.5 percent were unfavorable, and 13.7 percent 
not clearly determinable. Tabulated with the unfavorable responses 
were those which advocated that the program should be broader 
in some respects, narrower in others, and include all international 
trade, giving special emphasis to one factor or another. Taking 
all of these together gives us reason to believe that more than 75 
percent of the businesses represented at the meeting were in favor 
of our proposals. 

The Loen report, as the committee may note, contains the verbatim 
statements of participants on what Government should do, broad 
financial considerations, what individual enterprises should do, and 
mobilizing U.S. industry and the public. 

Subsequent to the work of the working groups, the steering group, 
and the task force, and to these businessmen’s conferences, President 
Eisenhower announced the national program to promote an increase 
in the volume of U.S. exports in a special message to the Congress, 
to which the chairman referred earlier. I think it might be appro- 
priate, Mr. Chairman, if I could submit a copy of the President’s 
message at this point in the chronology of your record. 

The CuHarrman. I am glad to have it. Put that in the record. 

(The document is as follows:) 
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THE WHITE HOUSE 


To the Congress of the United States: 


Because increased exports are important to the United States at this time, the Administration 
has developed a program to promote the growth of our export trade. While most of the public 
steps to be taken with this end in view can be accomplished under existing legislative authority, the 
cooperation and support of the Congress are vital to the success of this program, 


Expanded exports can add substantially to the millions of jobs already generated for our peo. 
ple by export trade. At the same time, our export surplus contributes significantly to our capacity 
to sustain our expenditures abroad for investment, private travel, maintenance of United States 
military forces, and programs of foreign economic cooperation. To support these essential activi. 
ties, which are reflected in our international balance of payments, we must, as | pointed out in 
my State of the Union Message, promote a rising volume of exports and world trade. 


Unlike the sellers’ markets of early post-war years when productive capacity abroad was limited, 
world markets have recently become highly competitive. To expand exports in these circumstances 
demands a more vigorous effort by both Government and business to improve our capacity for 
international competition. 


Through the trade agreements program we shall continue to work with other countries toward 
the removal of unnecessary obstacles to international trade and payments. The discriminatory 
restrictions that other countries imposed at a time when they had serious balance of payments 
difficulties have been especially burdensome to our exports. Economic improvement in many countries 
has removed the justification for such barriers, and with the assistance of the General Agreement 
on Tariffs and Trade and the International Monetary Fund, much has been accomplished in elim. 
inating those restrictions. We shall continue to seek the elimination of the discriminatory restrictions 
that still remain; we shall also continue to seek the general reduction of quantitative controls. 


To assist our exporters to meet current international competition in export financing arrange- 
ments, the Export-Import Bank will inaugurate a new program of guarantees of non-commercial risks 
for short-term export credits. The Bank will also expand and improve its existing credit facilities for 
medium-term export transactions. These steps, which can be taken under existing statutory author- 
ity, should improve the ability of our exporters to compete in world markets. These arrangements 
will be designed and administered to encourage full participation of commercial banks and other 
private sources of credit and guarantees. 


To help our exporters in the development of their foreign sales, we should improve the 
numerous Government services now available to business firms and especially useful to our smaller 
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producers. These services have been available all along, but we must Infuse them with a new 
purpose and strengthen them with additional resources. Accordingly, | have directed compre- 
hensive steps 


—to strengthen the trade promotion services of the Department of Commerce, In- 
cluding its field offices located throughout the United States, 


—to expand and give higher priority to the commercial activities of the Foreign 
Service, ‘ 


—to expand the agricultural trade promotion activities of the Department of Agri- 
culture, 


—to place greater emphasis on the prompt reporting of information useful to 
American exporters, 


—to establish new overseas trade centers, 


—to make fuller use of international trade fairs, trade missions, and other promo- 
tional means to stimulate the interest of foreign buyers in United States products 
while continuing to emphasize the basic objectives of the Special Program for In- 
ternational Understanding, and 


—to emphasize the promotion of tourist travel to the United States. 


The details of this program will be presented during the Congressional hearings soon to be held 
on the expansion of United States trade and in connection with a forthcoming request for the sup- 
plemental appropriations necessary for rapid progress in the export promotion program. Govern- 
ment promotion, however, can be effective only to the extent that it stimulates and encourages pri- 
vate business efforts to expand sales abroad. Government can help enlarge export opportunities, 
but It Ils American business that must supply and sell the goods that world markets demand. 


To this end | have asked the Secretary of Commerce in cooperation with other department 
heads to enlist the efforts of the business community. Consultations have already been held in con- 
nection with the preparation of this program. In addition, a group of business leaders will be 
asked to organize an export drive by business, to enlist the active support of existing national and 
local business groups, to discover the sectors in which better results can be obtained, to assist and 
encourage businessmen newly entering the export field, to strengthen contacts with business groups 
abroad, and to develop an organization structure adequate to these purposes. 


The individual steps in this export program are modest ones. Their cumulative effect, however, 
wil be substantial if American enterprise will make the necessary effort. With the support of the 
Congress, this Government can both facilitate and give continued impetus to the expansion of our 
exports as free world economic progress continues to enlarge the potential for international trade. 
The rising tide of productivity and prosperity in many nations creates a timely opportunity fer 
mutual benefits from expanding world trade. By pursuing this opportunity, we can promote vigj- 
orous economic growth both at home and abroad, 


DWIGHT D. EISENHOWER 


March 17, 1960, 


Foreign Commerce Weekly 
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Mr. Ray. Mr. Chairman and members of the committee, we believe 
that the export expansion program is off and running in the right 
direction, but we sincerely solicit the comments and suggestions of 
your committee and the Congress to the end that the Government, 
business, and the public shall be united in the pursuit of these im- 
portant goals. 

We are encouraged by recent developments. Commencing with 
the adoption of various elements of the program by the departments 
and agencies concerned, the announcement of these goals as a matter 
of high national policy, the stimulation offered by the message of the 
President, the interest of this committee and other events, a vastly 
increased volume of trade and export opportunities has come about, 
I am sure Mr. Fisk will want to speak about that more fully. 

Business firms of all sizes appear to be taking an increased interest 
in export opportunities. Organizations of American businessmen, 
both at home and abroad, are forming special groups to assist in the 
development of this program. We hope you will agree that these 
developments augur well for the program and America’s export trade 
future. 

Now with the committee’s permission, the man within the Depart- 
ment who will be directly responsible for carrying out the Depart- 
ment’s assignments in export promotion, Assistant Secretary for 
International Affairs Bradley Fisk will describe our activities since 
the President’s message of March 17. 

The Cuatrman. Allright. Wethank you very much. 

Now off the record. 

(Discussion off the record.) 

The Cuarrman. The committee will recess until 9:30 tomorrow 
morning. 

(Whereupon, at 12:17 p.m. the committee was recessed, to recon- 
vene at 9:30 a.m. Tuesday, April 26, 1960.) 
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TUESDAY, APRIL 26, 1960 


U.S. SENATE, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 9:30 a.m., in room 
5110, New Senate Office Building, Washington, D.C., Hon. Warren 
G. Magnuson (chairman) presiding. 

Present : Senators Magnuson, Pastore, Lausche, Yarborough, Engle, 
and Butler. 

The CuatrMAN. The committee will come to order. 

This morning we are continuing hearings on the U.S. foreign com- 
merce, which began yesterday. We heard Secretary Mueller and Un- 
der Secretary Ray, and it was agreed that they will be back later in 
the morning for some questions because the Secretary couldn’t remain 
yesterday due to other official matters. 

We have a long list of witnesses today, not so many witnesses, but 
a lot of subject matter to cover, so we will begin with Alfred Von- 
Klemperer, who is Assistant to the Secretary of the Treasury. 

We will be glad to hear from you, Mr. VonKlemperer. 


STATEMENT BY ALFRED H. VonKLEMPERER, ASSISTANT TO THE 
SECRETARY OF THE TREASURY 


Mr. VonKiemperer. Mr. Chairman and members of the committee, 
Iam glad to ro before you to testify on the subject of “Exports 
in Relation to the Balance of Payments.” 

Among the many items which make up our balance of payments, 
our trade account, that is, our exports and imports of merchandise, 
is the largest. To illustrate the importance of these factors, our mer- 
chandise exports generally account for about 70 percent of our total 
receipts in the balance of payments. Any important and lasting 
changes in the magnitude of our foreign trade are thus bound to affect 
our balance-of-payments position importantly and to have repercus- 
sions on the other activities which make up our balance of payments. 

Traditionally, the United States has had a very sizable surplus in its 
goods and services account, exclusive of military expenditures abroad. 
This surplus contributed importantly to our ability during most of 
the postwar period to support very substantial U.S, private and public 
capital outflows and military expenditures abroad, with fairly limited 
losses of gold and liquid dollars to foreigners. To illustrate, during 
the years from 1951 through 1956, our export surplus on nonmilitary 
goods and services averaged roughly $5 billion per year. In compar- 
ison, Our expenditures for the three most important categories of out- 
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payments, i.e., economic aid, military expenses, and private investment 
abroad, averaged about $6 billion. Since other payments and receipts 
largely cancelled out, we lost an average $1.2 billion per year in gold 
and liquid dollars during that period. 

Nineteen hundred and fifty-seven was the year of the “Suez crisis” 
and we developed a small gold and dollar surplus. In 1958, our 
export surplus on nonmilitary goods and services was above the pre. 
1957 average and amounted to $5.4 billion. 

Senator Pastore. May I interrupt for a question ? 

The CuarrMan. Yes. 

Senator Pastore. Mr. VonKlemperer, on this point of losing $12 
billion per year in gold and liquid dollars, we had Mr. Mueller here 
yesterday, and not that I want you to characterize anyone else's 
testimony, but’ I remember that he gave us a figure of $700 million, 
If you will give me just a moment I will point it out in his testimony, 

I would like to know whether or not we are speaking about the 
same thing. I think it is quite important to get the proper figures, 

Mr. VonK.iemperer. Senator, are you referring by any chance to 
the figure mentioned by Mr. Mueller on the gold loss last year? 

Senator Pastore. Yes. 

Mr. VonKuemperer. Exclusive of our contribution to the Inter. 
national Monetary Fund. 

Senator Pastore. Yes; and I think he gave it as $700 million. Are 
you familiar with that ? 

Mr. VonKiemperer. That is correct, sir; yes. 

Senator Pastore. What is the difference between his $700 million 
and the $1,200 million that you are speaking about / 

Mr. VonKuemperer. Senator, the figure of $700 million list year 
was part of a figure of $3.7 billion of total losses of gold and liquid 
dollars of the United States. In other words, that was our total 
deficit last year, of which $700 million were represented by t-1e losses 


of gold and about $3 billion by the increase in foreign claims on the 


United States. 

Now the figure of $3.7 billion compares to the figure of $1.2 billion, 
which I mentioned as being the average figure during the period 
from 1951 through 1956. 

Senator Pastore. But you are talking about the same loss, or are 
you talking about a different loss? 

Mr. VonK.uemprrer. If we talk about $3.7 billion we are talking 
about the same loss, yes. Mr. Mueller’s figure was part of this loss; 
it was that part of the loss which was represented by the sale of gold 
to foreign governments. 

Senator Pasrore. Is it fair for me to assume, therefore, that his 
figure is much more conservative than yours with regard to the same 
loss ? 

Mr. VonKiemprrer. No, sir. His figure is part of my figure. He 
talked about a different aspect of this problem. 

Senator Pastore. Therefore the actual loss to the United States is 
$1.2 billion, not $700 million ? 

Mr. VonKuemperer. The actual loss is $3.7 billion for 1959, Mr. 
Senator. 

Senator Lauscue. He speaks of an average. 
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Mr. VonKuemprrer. The $1.2 billion I mentioned is the average 
figure for the period from 1951 through 1956. The 3.7 figure is 
the actual figure for 1959. 

Senator Pastore. 1959. 

The CHARMAN. 1959. 

Mr. VonK iemperer. In other words, in 1959 our loss to foreigners 
in gold and foreign claims was about three times the average amount 
from 1951 through 1956. 

Senator Pastore. All right. 

The CuarrMan. And then there was also mentioned—you might 
help clear this up at least in my mind: If you added the military 
oak the so-called foreign aid outgo, Mr. Mueller had a figure of close 
to $8 billion as the total outgo. 

Mr. VonKiemperer. That is correct. I think Mr. Mueller was 
referring to the more recent total expenditures on economic aid, 
military expenditures and probably private investment, net private 
investment abroad. 

The CHarrMaAn. Yes.’ In other words, the general figure of the 
outgo in the balance was close to $8 billion? 

Mr. Von Kuemperer. Yes, Mr. Chairman, and not quite the general 
figure, but the three important items, economic aid, net private invest- 
ment and military expenditures. 

The CuHarrMan. Now, could I ask you one other question? We 
talk about the outflow of gold and being out of balance; how does the 
gold actually go out asa a matter ? 

Mr. VonKuemrerer. It goes out by a foreign central bank or a 
foreign government coming to the U.S. Government and saying: 
Please convert my dollar balances into gold. 

The Cuarrman. I see. If, in other words, for example, business- 
man A in, say England, and businessman B in the United States 
had bought $1 million worth of goods, so that the English business- 
man had a credit, then he could go to his Government, or the Bank of 
England, and they, in turn, would issue a demand on our gold? 

Mr. VonKiemperer. That is a possibility, Mr. Chairman. 

The Cuarrman. Now, is the gold actually shipped out, or is it just 
a claim on that amount of gold? 

Mr. VonKiemperer. There are two ways of doing it, Mr. Chair- 
man. The foreign governments either keep their gold in safekeeping 
at the Federal Reserve Bank of New York or they ship it to their 
own country or elsewhere. 

The CHatrmMan. Sometimes it is actually shipped ? 

Mr. VonKiemperer. Yes, sir, but there are many billions of dollars 
worth of gold kept in the Federal Reserve Bank in New York which 
are owned by these foreign countries. 

The CuHarrman. Now, is that arrangement due to the so-called 
Bretton Woods Agreement ! 

Mr. VonKuemrerer. No, sir, that is not related to it. 

The Cuarrman. Not related to it? 

on VonK.emperer. This is pure central banking practice and 
policy. 

The Cuarrman. I don’t want to belabor this point, but if business- 
man A in the United States had a credit on a businessman in England, 
could he get gold? 
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Mr. VonKuemperer. Yes, sir. The U.S. Government could—and 
I am not talking about laws or anything, but theoretically speakin 
the U.S. Government could buy gold, and indeed it does. buy gold 
from time to time from foreign governments and foreign central 
banks. 

The CHatrman. He couldn’t get it ? 

Mr. VonKuemperer. The individual in the United States cannot 
hold it here. 

The Cuatrman. Could not get it. So there is a difference, as far 
as Americans are concerned, in actually getting the gold ¢ 

Mr. VonKtemrerer. The laws for private ownership of gold in 
foreign countries are different ones, Mr. Chairman; they are different 
In every country. 

The Cuatrman. Different laws. ; 

Mr. VonKuemperer. Different laws. In some countries the in- 
dividual can hold gold, in others he cannot hold gold. 

For instance, in some countries, if the individual has a claim against 
an American businessman, he can not get gold, himself. He can take 
the dollars and give them to a central bank and get local currency 
for it, then the central bank, in turn, can buy gold from the USS. 
Government. 

The CHatrmMan. But the American, under our laws, could not get 
gold under any circumstances if he had a balance in his favor? 

Mr. VonKiemperer. He may not hold gold in the United States, 
Mr. Chairman. 

Mr. CuarrMan. Al] right. 

Mr. VonKuemrerer. Perhaps I can add just one short explanation 
to this: In our balance of payments, when we run a surplus or a 
deficit, let’s say we run a deficit as we have in most recent years, 
the foreigners have to get something for this deficit, and they can 
get this something either by purchasing gold from us or by accumu- 
lating dollar balances. 

This is why we measure our balance of payments deficit by the 
net sales of gold plus the accumulation by foreigners of additional 
bank balances and government securities. 

The CuatrmMan. Now one more question: If I had a credit balance 
in Europe in a country where it was permissible to get gold, I could 
get gold and put it in the bank for safekeeping there in my name, 
and hold it, could I not ? . 

Mr. VonKuiemperer. That is correct. 

The CuatrmMan. And that is being done, is it not, by some American 
citizens ? 

Mr. VonKuemperer. Well, legally speaking, an American citizen 
is permitted to hold gold abroad. 

The Cuamman. Abroad, yes. 

Mr. VonKuemperer. I doubt that many Americans keep much 
gold abroad. We do not know that, of course, but we doubt that 
there is anything more than a nominal amount held abroad by Amer!- 
can citizens. Gold is a burden, it earns no income, it costs you carry- 
ing charges. 

The Cuarrman. But isn’t it true that many Americans lately have 
purchased gold in a foreign market where it can be legally purchased, 
and have it held there for safekeeping ? 
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Mr. VonK.emperer. Mr. Chairman, as I said, we don’t know the 
figures. We doubt that there is anything more than a nominal 
amount. 

The Cuamman. Nominal. You would think it would be a very 
few that would do it? 

Mr. VonKuemperer. This is our estimate, and that is what we 
hear from people abroad. 

Senator Lauscne. Mr. Chairman. 

The CuarrMan. Yes. 

Senator Lacscue. What is the law in Switzerland with regard to 
the American citizen having the right to gold as reflective of his 
holdings / 

Mr. VonKuemperer. I am not entirely certain, Senator, but I 
believe that the holding of gold in Switzerland is entirely free. 

Senator Lauscue. Free. ; 

Mr. VonKuemperer. And therefore an American could, I believe, 

Senator Lauscue. Yes. And because of the laws of Switzerland 
controlling information that the bank has about its depositors, you 
are in total darkness of what the physical situation is between those 
banks and their depositors, is that correct / 

Mr. VonKuemperer. That is correct. 

Senator Lauscue. Regardless of how hard you try and what chan- 
nels you use, you can get no information covering the relationship 
between a depositor in a Switzerland bank and that bank? 

Mr. VonKiemperer. That is correct. 

Senator Lauscnue. So you don’t know what the situation is in 
Switzerland ? 

Mr. VonKuemperer. Correct. i 

Senator Lauscue. And Switzerland is the center to which persons 
who want concealment in their trade activities go, is that correct? 

Mr. VonKiemperer. Yes, Switzerland is one of the important 
gold markets. 

Senator Lauscue. Which one is more capable of concealing things 
than Switzerland, which nation? Or equally capable? 

I know of none. 

Senator Pasrore. May I pursue that question that you raised ? 
If my memory serves me correctly, there was a meeting of fiscal 
ministers in Washington, D.C., last September, is that correct ? 

Mr. VonKiemperer. Yes, the annual meeting of the International 
Bank and Fund, correct. 

Senator Pastore. At which time Mr. Anderson appeared before 
that meeting and emphasized quite rightfully the strong position 
of the United States with reference to its apprehension on this trade 
balance deficit, am I correct ? 

Mr. VonKuemperer. That is correct, yes. 

Senator Pastore. Now, it strikes me that that was the very first 
public declaration that we had from our Secretary of the Treasury 
with regard to this imbalance in gold. Am I correct? 

Mr. VonKuemperer. It was a very important statement, Mr. 
Senator. 

Senator Pastore. All right. Now our international trade is 
chiefly with countries like Japan, Italy, France, and Great Britain. 
Now, pursuing the question that was raised by Mr. Magnuson with 
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relation to what Americans can do in Great Britain, in Italy, In 
Japan, and in France, can we as a Government, take out of Great 
Britain, out of France, out of Italy, and out of Japan our gold 
balances, or are there any local laws that prohibit that in these four 
countries ? 

Are you familiar with this? 

Mr. VonKuemperer. Yes, I am, Senator. We must look at the 
in this way, that if any of these countries would run a deficit with 
us we could obtain, we—that is, our Government—would obtain 
gold from them freely in settlement of these deficits when these 
countries, assuming they didn’t have dollars to pay us, sell us gold. 

Senator Pastore. There are no legal restrictions in the four 
countries that I have mentioned ? 

Mr. VonKuemperer. That is correct. Senator, let me say this. 
There may be some remnants of exchange control abroad with respect 
to perhaps capital movements. I am not acquainted in detail with 
that. But with respect to any net surplus we run with a foreign 
country, we can get every penny paid in dollars or gold. 

The Cyarrman. If I had this trade balance, could I ask the U.S. 
Treasury to get gold for me? 

Mr. VonKuemperer. No, sir. 

The Cuarrman. No? 

Mr. VonKiemperer. Because you xre not permitted to hold gold 
as a citizen. But we as a country will get every penny in dollars 
or gold. 

The CuarrMan. But it would have to be a credit, then, a U.S. Gov- 
ernment credit ? 

Mr. VonKuemrerer. You as an individual, you would receive dol- 
lars or any currency you wish. 

The CHarrMan. The Government could get the gold and give me 
the dollars? 

Mr. VonKuemprrer. That is roughly correct. 

The CuarrMan. All right. 

Senator Pastore. Now the fact of the matter is that we are actually 
in an academic question, because the situation has been that these 
people have never had a trade deficit that we could reclaim gold for; 
isn’t that correct, Mr. Secretary? In other words, we have been 
owing them money, not they owing us money; hasn't that been the 
situation ¢ 

Mr. VonKuiemperer. In some of these countries during some of the 
postwar years our balance of trade was such that they owed us a lot 
of money. 

Senator Pasrore. Could we have a breakdown with reference to the 
four countries that I have given you; that is, Great Britain, Italy, 
France and Japan, of what the imbalance in trade has been over the 
past 5 years ? 

Mr. VonKiemrerer. Fine, we would be very glad to furnish that. 

Senator Pastore. We talk about an average figure, we talk about 
an overall figure of 3.2, an average figure of 1.2. Can’t we become 
specific with these four countries that I have mentioned so that we 
ean get the actual figure of the imbalance over the past 5 years! 
Are those figures available ? 
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Mr. VonKiemperer. Very easily. We will be glad to submit them. 

Senator Pastore. Mr, C hairman, could we have those inserted in 
the record / 

The CHAIRMAN. 
those in. 

(The material referred to is as follows :) 


Yes; we will leave the record open so you can put 


U.S. balance of trade (f.0.b.) with France, Italy, Japan, and the United Kingdom, 
and changes in these countries’ gold and liquid dollar holdings,’ 1955-59 


{In millions of dollars] 



































| 1955 | 1956 1957 1958 1959 
pete —_— ———_—— + -- —— ——— | — - — 
France: 
Of ES . | 359. 8 561.8 589. 3 427.2 338. 8 
U.S. imports | 202.2 235.9 | 256. 0 310.8 462.0 
U.S. merchandise trade surplus___- | 157.6 325.9 333.3 116.4} 123.2 
Sinmas s in French gold and liquid dollar hold- | 
ings ‘ +590 —617 —613 +350 — 
Italy: | 
U.S. exports | 358.8 526.3 664.3 | 487.1 407.5 
iB iin. cs 22 522 KLess..cce | 180.1] 216.0 245.0 | 275.0 387. 6 
U.S. merchandise trade surplus... | 178.7 | 310.3 419.3 | 212. 1 19.9 
Cc hange s in Italian gold and liquid dollar hold- 
ings +204 +131 +263 +676 | — 
| —_=$ —&$ = —_=_—_—_ ——— 5 ——— === 
Japan: 
v4 8. exports rat! | 648.5 | 901. : 1, 234.0 843.8 935. 2 
U.S. imports - -- ; 431.9 | 557. 600. 5 670. 8 A 028.7 
U.S. merchandise trade surplus___- | 216.6 344. 0 | 633.5 | 173.0 0 -93 5 
Changes in Japanese gold and liquid dollar | 
holdings | +175 | ~+124] 433 379 +446 
A | = ———_——_— ——_—— = = — — 
United Kingdom: 
U.S. exports. 930. 4 | 910. 1 1,100.9 | 838. 2 884. 4 
U.S. imports 616.0 726. 5 765. 7 868. 1 1, 137.9 
i-r ss a a = 
U.S. merchandise trade surplus-__- 314.4 183.6 | * 335.2 | 29, 9 —253. 5 
Changes in British gold and liquid dollar hold- | 
ings _ - ; . -------| —524 +133 +65 +837 | —139 





| Changes In gold and liquid dollar holdings of each of the countries named reflect all their gold and dollar 
transactions with other countries, including the United States, and with international institutions. 


Sources: ‘‘ Trade Data,’’ Department of Commerce; ‘‘Gold and Dollar Data,’’ U.S. Treasury and Board 
of Governors of the Federal Reserve System. 
What is the situ- 
You understand, I come from 
so that is why I ask that question. 


The CHarrmMan. Maybe this is a naive question: 
ation as to silver, the same or not? 
west of the Mississippi River, 
{ Laughter. | 

Mr. VonK iemperer. Yes. I am no expert on it, Mr. Chairman, 
but I believe American citizens can hold silver freely. 

The Cuarrman. Generally speaking, then silver is not restricted in 
world trade, as is gold; wouldn’t that be a fair statement ? 

Mr. VonK iemprrer. Domestically in this country we do not have 
the same limitations on a citizen Hoditig silver as holding gold. 

The CHatrMan. I could conveivably change all my bills to dollar 
bills and go down and get silver, couldn't I? 

Mr. VonKiemrrrer. I am not sure about that part. 

The Cuarrman. I would have to come to see you. 

Senator Lauscue. Are you thinking about doing it ? 

The Cuairman. No. But conceivably you could do that. 


It says 
here you will pay in silver, right on the face of it. 


[| Laughter. | 
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Mr. VonKuemperer. I am quite sure we would give you a silver 
dollar. 

The Cuarrman. It doesn’t say “silver dollars,” it says “silver.” 
There is a lot of difference in some dollars, you know that, don’t you! 

Mr. VonKiemperer. Yes. 

The Cuarrman. In the content of silver. 

Mr. VonKuemperer. Yes. 

The CHarrMan. There are some dollars that don’t have very much 
silver in them, some that have quite a bit. But generally speaking, 
I could negotiate with the Treasury for silver, ale I? 

Mr. VonKuemperer. I believe you could. 

The CuHarrmMan. It would naturally be a_ negotiation. You 
wouldn’t come down and lay it down; you wouldn't count it all out, 
but I could negotiate. 

Mr. VonKuemperer. I believe so, Senator. As I said, I am not 
expert on this aspect of it. I believe you could. 

The CuatrMan. All right. 

Senator Pasrore. Another thing for the purpose of the record: 
I have been saying balance of trade. I mean balance of payments, 

The CHatrmMan. Balance of payments. 

Mr. VonKiemperer. Fine, we will be glad to get those figures for 
you. 

The Cuarrman. All right. Will you proceed with your statement, 
Mr. VonKlemperer / 

Mr. VonKiemperer. All right. 

In 1958, our export surplus on nonmilitary goods and services was 
above the pre-1957 average and amounted to $5.4 billion. On the 
other side of the ledger, however, expenditures abroad for our mili- 
tary forces and through the outflow of- U.S. public and _ private 
capital rose much more sharply to $8.8 billion. 

The Cuairman. Right there, the Secretary said in the vicinity of 
$8 billion. So our figures are about the same for the overall. 

Mr. VonKiemperer. That is correct, Mr. Chairman. 

The Cuarrman. All right. 

Mr. VonKtemperer. When all other transactions were taken into 
account, we had lost $3.4 billion in gold and liquid dollars in 1958. 
In 1959, our payments situation de‘eriorated further largely because 
our Seti trade surplus was very sharply reduced to about $1 
billion. We lost $3.7 billion in gold and liquid dollars during that 
year. 

Senator Pastore. May I ask ano her question at this point? 

The CuHarrman. Yes. I think this is very important. 

Senator Pastore. Therefore, wien we say—or when the President 
says that our exports keep 414 million Americans at jobs, are we 
saying that those 414 million Americans are producing this $5.4 
billion ; or what do we mean ? 

Mr. VonKuemperer. No, sir. I would think the President is 
referring to a figure close to $17 billion to $18 billion, perhaps, this 
year, which is the total merchandise exports from our country. 

Senator Lavuscue. Does that include mutual aid and military aid 
dollars that we give? 

Mr. VonKuemrerer. Mutual aid exports but not military aid 
exports. 
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Senator Lauscue. All that is in that figure ? 

Mr. VonKuiemperer. That is all in there. 

Senator Pastore. That 5.4 is part of that $17 billion ? 

Mr. VonKuemreerer. That is the surplus—the balance between 
nonmilitary goods and services. It is the balance between all goods 
and services exports, on one side, and imports on the other side, 
taking out the military items. 

Senator Pastore. I see. 

Senator Lauscne. It includes economic aid dollars and private 
investment dollars / 

Mr. VonKiemrerer. This is trade, Mr. Senator. It would include 
goods shipped under economic aid programs, but it does not include 
private investment, except where private investment went abroad in 
the form of merchandise. 

Senator Lauscue. Merchandise, I see. 

The Cuarrman. The Committee members will see on page 5 of the 
committees interim report there is a breakdown by the staff of the 
total receipts for exports and the total payments for imports. The 
total receipts for exports, which includes everything, is $25,668 mil- 
lion, and the total payments out is $29,370 million. These are further 
broken down into services, merchandise, and other things. 

Mr. VonKtemperer. That is correct. 

The CHamrMAN. Would you say that these figures are—that the 
average is, generally speaking, correct ? 

Mr. VonKiemperer. I would say so. 

The CuHarrman. In other words, they coincide with your figures 
pretty well / 

Mr. VonK iemperer. Oh, yes, there is no question. The balance 
between those figures, Mr. Chairman, is the 3.7 billion gold and dollar 
loss which we call our deficit in the balance of payments. 

Senator Pastore. So that I can better understand this, in other 
words, when we use this figure of $5.4 billion as an export surplus, 
does that actually mean that insofar as nonmilitary goods are con- 
cerned, we are exporting $5.4 billion more than we are importing? 
Is that how you use the word “surplus” ? 

Mr. VonKiemperer. We were exporting more than we were im- 
porting; yes, that is a surplus. 

Senator Pasrore. In other words, we were exporting in nonmili- 
tary goods on an average, prior to 1957, $5.4 billion more than we 
were Importing; is that correct ? 

Mr. VonKuiemperer. Senator, this is the 1958 figure. The cor- 
responding figure for previous years is around $5 billion average 
from 1951 to 1956. 

Senator Pasrore. Rather than the figures itself I would like to 
understand the principle involved. In other words, in the nonmili- 
tary category, in 1958 we sold $5.4 billion more of goods than we 
imported in this country / 

Mr. VonKiemrerer. That is correct. 

Senator Pastore. All right. 

Mr. VonKiemrerer. We sold or we shipped abroad under aid pro- 
grams, or we invested abroad in the form of merchandise. These 
are all shipments of goods and services abroad. So that does not 
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only involve sales against cash, it also involves shipments under aid 
programs and shipments of goods for private investments abroad. 

Senator Pastore. In other words, let’s assume that a bank in the 
United States invested $1 billion in a foreign country. Is that in- 
cluded in this figure, whether it was merchandise or not? 

Mr. VonKuemperer. No, sir, a bank would not. A bank would 
just make a transfer of money abroad. 

Senator Pastore. What do you mean by investments? You said 
it includes investments. Give me an example of one of these 
investments. 

Mr. VonKuemperer. For instance, an American corporation estab- 
lishes a subsidiary abroad and it puts into this subsidiary machinery, 
This machinery is an investment; it shows up as a foreign investment; 
it also shows up as a shipment of machinery abroad. 

Senator Pastore. And if the foreign country uses that investment 
abroad to manufacture, let’s say, textile goods, and sells them back to 
the United States, we have it coming both ways. I mean, I am trying 
to determine whether or not this figure is advantageous to the Ameri- 


can economy. I know that many American industries, in order to’ 


meet the competitjon abroad, are establishing factories in foreign 
countries, which of course is a salutary thing until they begin to 
ship these cheaper goods to the United States and begin to put Amer- 
icans out of work. I am trying to find out in this figure of $3,400 
million, how much of that is involved, because that is very important. 

Mr. VonKuemperer. If these foreign factories would produce 
goods or ship into the United States, these goods would be imported 
into the United States and would, therefore, be included in the $5.4 
billion figure, because they would show up as a merchandise import. 

Senator Pastore. I see. 

The CuHarrMan. Mr. Secretary, would you pull the mike a little 
closer and talk a little louder so people in the back can hear? I am 
sure they are interested in this. 

Thank you very much. 

Mr. VonKiemperer. Yes, sir. 

The Cuarrman. All right. 

Senator YarBorouGu. I desire to ask some questions. 

The CHairMan. The Senator from Texas. 

Senator YarsorouGcH. Did I understand you tosay that if a factory, 
built abroad with American capital, began to manufacture goods that 
were imported into the United States, that those goods imported into 
the United States would go into this figure on page 2 of $5.4 billion 
that we export each year / 

Mr. VonKtuemrerer. That $5.4 is a balance between exports and 
imports. They would show up in the imports. 

Senator YarsoroucH. Show up on the imports. In other words, 
it would pull down on this $5.4 billion? This $5.4 billion is a surplus 
of exports over imports? 

Mr. VonKuiemperer. That is right. 

Senator YarsoroucH. You would actually count those goods that 
were brought in as imports into the United States, wouldn't you? 

Mr. VonKuemprrer. Yes, and they would, therefore, reduce this 
export surplus. 
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Senator YarBoroucH. On that second figure, page 2 of your state- 
ment, you say our export surplus on nonmilitary goods and services 
above the pre-1957 average amounted to a total of $5.4 billion. Of 
that $5.4 billion of export surplus on nonmilitary goods and services 
for 1958, what part of that was for aid programs—goods we manu- 
factured in the United States and sent abroad as part of an aid 
pro ram—and what part were straight business sales? 

Mr. VonKuemperer. Mr. Senator, I cannot answer all aspects 
of this question. That is quite difficult. Very roughly, Mr. Senator, 
I would say about $2.6 billion—and that is a very rough figure— 
that would represent all types of U.S.-aid programs, including, 
importantly, the Public Law 480 program. 

Senator YarsorouGu. So if that were deducted from the surplus 
of that year for 1958, the $2,600 million from the $5,400 million, you 
would then have about a surplus of $2,800 million for that year? 

Mr. VonKiemperer. Yes. 

Senator YarsorovcH. And the balance is built up by including 
the foreign aid that we give to nations abroad or loan to them or 
sell to them under our public laws? 

Mr. VonK iemrerer. That is correct. 

Senator YarsorouGcH. Principally Public Law 480? 

Mr. VonKuemrerer. To a considerable extent. 

Senator Yarsoroucu. Now, in your next paragraph you say “On 
the other side of the ledger expenditures abroad for our military 
forces and through outflow of U.S. private and public capital rose 
much more sharply than $8.8 billion.” What part of that $8.8 
billion were included in the foreign aid that we extended for 1958 ? 

Mr. VonKiemperer. The $2.6. 

Senator YarsoroucH. Under Public Law 480? Now, Public Law 
480 wasn’t the major part of the $4 billion foreign aid we vote each 
year. 

Mr. VonKiemperer. I don’t have the exact figures for Public Law 
480 right here. I think it was in excess of—I have it here: With 
respect to exports of U.S. farm products under U.S. Government 
programs during the year 1958 they were $11, billion. 

Senator YarsorouGH. $114 billion under 480? 

Mr. VonKiemperer. That is right, and also section 402. 

Senator YarsoroucH. Is that included in the approximately $4 
billion of foreign aid that we vote each year? 

Mr. VonK Lemperer. No, sir. 

Senator Lauscue. Is it included in the $2,600 million that you 
mentioned a moment ago? 

Mr. VonKuemrerer. That is correct. 

Senator YarBorouGH. It is part of the $2,600 million / 

Mr. VonK emperer. Yes. 

Senator YarsoroucH. Of foreign aid that goes into the $5,400 mil- 
lion surplus trade in our favor? 

Mr. VonKiemrerer. That is right. 

Senator YarsoroucH. Now, back to the average annual, approxi- 
mate average annual, of $4 billion for foreign aid, where does it show 
up in these figures? Is it in the $8.8 billion outgo from the United 
States? I mean the unfavorable balance that you depict here, is that 
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included in that $8.8 billion that you list in the second sentence of 
your second paragraph on page 2 ? 

The Cuatrman. Yes. 

Mr. VonKemperer. I would say only the economic part. 

You see, the $8.8 billion is made up of military expenditures. That 
is the support of our troops abroad, the building of their housing, the 
payment of theirsalariestothem. That isoneitem. Then it is made 
up of net U.S. private investment abroad, and the balance is the 
economic aid program of the United States. 

Senator YarsorovugH. Do you have a quick breakdown of how 
much of that $8.8 billion is military aid abroad, how much is economic 
aid abroad, and private capital ? 

Mr. VonKuemperer. Yes. In 1958 the economic aid was $2.6; 
military expenditures, $3.4; and private investment, $2.8 billion. 

Senator YarsoroucH. And the private investment, is that repre- 
sented by the building of factories abroad, primarily ? 

Mr. VonKuemperer. Importantly, yes. 

Senator Yarsorovcu. You gave an example of shipping mac hinery 
for the United States. For example, if they build a rubber plant in 
France, if the American company that builds one there sends ma- 
chinery from the United States, that machinery, of course, is an 
export and listed with our favorable outgo. If they buy the machin- 
ery in France, then, on the other hand, that—and sent the money 
over from the United States, that would be put on the unfavorable 
side of the ledger, would it not ? 

Mr. VonKuemrerer. That is correct. Not of the trade 

The CHarrman. Can I interrupt just a moment? Let’s put up 
this one chart so that everybody can see it. This is our breakdown. 
Then on page 5 there is a breakdown. It might be helpful in this 
discussion. (Go ahead, Senator Yarborough. 

Senator YarsorouGcH. Now, then, Mr. Secretary, you speak in this 
paragraph of the deterioration of our position by this losing $3.7 
billion in gold and liquid dollars during 1958. I presume that by 
your statement that you are saying that that is a bad thing for the 
United States that we lost. $3. 7 billion in, gold and liquid dollars 
during 1958. You think it is deiveupneal to the country that we 
lost that? 

Mr. VonKiemperer. Senator, it is not necessarily detrimental by 
itself, but if we have a trend where we continue to have deficits of 
this size, it would eventually be detrimental to the United States. 
That figure in 1959 or 1958 by itself would not be detrimental, but 
if it contunues it will be detrimental. 

Senator YarsoroucH. You speak of our deteriorating position. 

Mr. VonKiemperer. Right. 

Senator YarsBoroucnu. In 1958, under this breakdown that you have 
just given us, the economic aid was 2.6 billion, military aid abroad, 
3.4 billion, and thus you have a total of $6 billion in economic and 
military aid abroad in 1958. That is considerably more than the 
$3.7 billion in gold and liquid dollars we lost that year, isn’t it? 

Mr. VonK.emprrer. 3.4 was the figure in 1958. 

Senator YarsoroucH. For military aid. And you gave us 26 
billion as your figure for economic aid, did you not, just then? 
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Mr. VonKiemperer. Yes. But our total deficit in our balance of 
payments in 1958 was $3.4 billion. 

Thor YarsorouGcH. You first had a figure of $8.8 billion on 
what the outflow of U.S. public and private capital—you call it 
capital. You = in the second sentence of that paragraph, “The out- 
flow of U.S. public and private capital,” you are speaking now of 
capital, “rose to $8.8 billion,” in that year, am I correct? 

Mr. VonKtuemrerer. That is right when military expenditures 
abroad are also included. 

Senator YAarBorovuGH. You just gave us a breakdown which showed 
that private capital outflow was comprised of economic aid, $2.6 
billion; military aid, $3.4 billion and private investments abroad, 
$2.8 billion; is that correct ? 

Mr. VonKtemrerer. Not military aid, military expenditures. 

Senator YarBorouGH. Military expenditures? Thank you for that 
correction. But the economic aid was economic aid or economic 
expenditures / 

Mr. VonKuemrerer. Economic aid. 

Senator YarBorouGH. Your economic aid and military expenditures 
together abroad in that 1 year total $6 billion, is that correct ? 

Mr. VonKiemperer. Yes. 

Senator YarsoroveH. And gold and liquid dollars went down $3.7 
billion / 

Mr. VonKtemperer. $3.4 billion. 

Senator YarsorovuGH. You have $3.7 in the last sentence. 

Mr. VonKuemrerer. We are talking about 1958, aren’t we? 

Senator YarsorouGu. Yes. 

Mr. VonKuemrerer. The figures, the breakdown I gave you was 
for 1958. 

Senator Yarnorovcn. Your last sentence in paragraph 2 in that 
page, you say in that year we lost $3.7 billion. 

Mr. VonKuemrerer. This is 1959. You see the sentence beginning 
with 1959? 

Senator Y arsorouGH. In 1958 what was it ? 

Mr. VonK Lemperer. $3.4. 

Senator YarsorouGH. $3.4. So the loss was greater in 1959? 

Mr. VonKiemperer. Right. 

Senator YarsoroveH. And in the2 years together then we have lost 
a total of $7.1 billion in gold and liquid assets? 

Mr. VonKiemperer. That is correct. 

Senator YarrorouGH. Back to the year 1958, in which you have your 
first breakdown, we had a loss of $3.4 billion in gold and liquid dollars 
during that year, and we had an outgo, total outgo of $8.8 billion 
in public and private capital, $6 billion of which was for economic aid 
plus military expenditures, is that correct ? 

Mr. VonKiemperer. Correct. 

Senator Yarsoroven. So the deteriorating position that you men- 
tioned there, our outgo in economic aid and military expenditures was 
nearly double the amount of gold and liquid assets we lost in that year 
of 1958. 

Mr. VonK.emrerer. That is correct, Mr. Senator. You see, the 
point we are making is this: We used to have a large surplus between 
our exports and our imports. This large surplus was sufficient to pay 
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for a large part of these three important payment items in our balance 
of payments; that is, economic aid, net private investment abroad, 
and military expenditures. 

I use the word “deterioration” to show two things: First of all, that 
our deficit has risen and second that our surplus of exports over im- 
oo has become so small that it cannot pay any more for these three 

arge items of foreign payments. 
Senator YarsoroveH. That is the point I am coming to. How 
many years do you think that we could keep up this excess of $3.4 
billion 1 year, $3.7 billion in 1959. How many years do you think 
we can keep up a loss of our capital in gold and liquid dollars at that 
rate without impairing the Governments fiscal structure on its pres- 
ent monetary basis? 

Mr. VonKuemrerer. We feel that we have a gold reserve which 
enables us to take the necessary measures to adjust this deficit and 
that when these measures are taken our balance of payments will 
return to what we like to call reasonable equilibrium. 

We do feel that if the deficits of 3 and 31% billion, if they are main- 
tained for long, it would harm us, but we feel that our gold reserves 
enable us to take the necessary readjustment measures. 

Senator YarsoroucH. How much do our gold reserves total at this 
time? 

Mr. VonKiemprrer. Senator, I am coming to that later in my 
statement. May I defer until then / 

Senator YarsBorouGcH. Yes. 

The Cuatrman. Proceed. 

Senator YarsorouacH. I have one final question, Mr. Chairman, on 
this. 

Now, back to 1958, on this balance that we just discussed, suppose 
we cut the economic aid and military expenditures abroad by $3.4 
billion in one year, the amount of the deteriorating position with 
reference to our gold and liquid dollar outflow abroad, assume that 
we cut that economic aid abroad and military expenditures abroad 
in one year by $3.4 billion, in your opinion would that have any effect 
on the export surplus, of $5.4 billion / 

Mr. VonK.iemperer. There would be some effect, Mr. Senator. 
For instance, today, some of our economic aid, or a good part of it, 
consists of shipments of American goods. So if we cut the economic 
aid we will also cut our exports. We cut our economic aid on one 
side and our export decline on the other side, but not necessarily 
by the same amount so that the exact effect on our balance of pay- 
ments deficit is hard to predict. 

Senator YarsoroucH. That is the point I wanted to bring out. 

Mr. VonKuemperer. This is not necessarily by an equal amount. 
It is very difficult to equate these various factors. But I would like 
to make the point that by just cutting out economic aid we would 
not necessarily help our sleube of payments by the total amount 


of the cut in our economic aid. 

Senator YarsorovecH. That would get in the realm more of an 
estimate of the effect rather than a set statistical statement, wouldn't 
it? 
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Mr. VonK.emperer. It is both of it, you see, it is both of it. We 
can say that a certain amount of our economic aid is purchased 
abroad, we call it off-shore procurement, but that is not the whole 
figure, either, because perhaps the aid which we have given these 
foreign countries enables them to buy additional American goods 
with the dollars which they save by receiving aid from us. That 
is just one of the equating factors which have to be estimated. So 
it is very difficult to tell you how much we would help our balance 
of payments if we gave no economic aid at all. We would help it 
some, but it would be very difficult to say how much. 

Senator YarsorovcH. Of course, you realize too that the military 

urchases abroad have thrown workmen out of work in the United 

tates, also? 

Mr. VonKuiemprerer. Military expenditures abroad ? 

Senator YarBorouGH. Have thrown men out of work in the United 
States by buying the supplies abroad that are manufactured in the 
United States? 

Mr. VonKiemperer. To some extent, that may be correct. 

Senator YarsoroucH. You realize American workmen have been 
thrown out of work by buying abroad. Aside from outflow of capital, 
you have a deterioration in the position of American workmen, also? 

Mr. VoNKiemrerer. To some extent, but to some extent you have 
offsetting factors. For instance, you pay an American soldier abroad, 
and he uses that American money to bay. let’s say, foreign merchan- 
dise, but the money which he pays to that foreign country enables 
that foreign country to turn around and possibly buy from the United 
States. So while you have thrown perhaps workmen out of work, he 
is getting work 

enator YarBorouGH. By military expenditures abroad, I am not 
referring to the pay of American soldiers, I am referring to the 
purchase of goods abroad, manufactured goods. 

Mr. VonKuemperer. That is correct, but that is a small part. The 
military expenditures are, to a large extent, troop aid and facilities 
to aid the American troops abroad. 

Senator YarsoroucH. How much do we buy abroad in military 





supplies / 

Mr. VonKiemperer. I don’t know. I can get you this figure. I 
do not know. 

(The material referred to follows :) 


According to figures released by the Department of Defense, U.S. defense 
expenditures entering the international balance of payments in fiscal year 
1959 amounted to $3,239 million of which $1,008 million was spent abroad for 
materials and supplies, $759 million for contractual services, $722 million for 
military pay spent abroad, $289 million for overseas construction, $183 million 
for “offshore procurement” of military supplies and services under the military 
assistance program, $172 million for overseas civilian pay, $61 million for 


NATO “infrastructure,” $42 million for major equipment, and $3 million for 
“intermediate type aid.” 


Senator Lauscue. Mr. Chairman. 

The Cuarrman. Yes, the Senator from Ohio. 

Senator Yarsorovucu. I have finished, Mr. Chairman. 

Senator Lauscue. In your definition of the deterioration that we 
are suffering in our payments balance, you included two items: one, 
the withdrawal of gold, and two, the constantly reduced favorable 
balance in our country, comparing exports to imports, is that correct ? 
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Mr. VonKuemprrer. That is correct. 

Senator Lauscue. Now, the No. 2 item, I want to pursue that a bit, 

Has our competitive position in the last 20 years in attempting to 
sell American products in competition with Japan, Germany, and 
other manufacturing nations improved or grown worse! Lets say 
in the last 10 years, instead of 20. 

Mr. VonKxiemperer. Could we say since the war? 

Senator Lauscue. That is correct, yes. 

Mr. VonKiemperer. When the war ended, we were in a unique 
position, in that we had a large industrial plant, technology very 
much up to date and in most of Europe, including Japan, the indus- 
trial plant was destroyed. So we had a seller’s market as far as we 
are concerned. 

Now, in the intervening years, these countries have rebuilt their 
industrial capacity, have done so very efficiéntly and very effectively, 
and they are now competing with us very strongly not only in their 
home markets but also in third markets. So in this respect our com- 
petitive situation has very much deteriorated since we now have 
competition where we had none before. 

Senator Lavuscue. All right, you have answered the question. 

Now, is the disadvantageous competitive position which we occupy, 
is it growing worse constantly, or are there any signs of improvement? 

Mr. VonKiemperer. We hope to improve it, Mr. Senator. 

Senator Lauscue. That is not answering the question. 

As of the present time, is it growing better or growing worse? 

Mr. VonKiemrerer. There are factors on both sides of the fence, 
Mr. Senator. 

Senator Lauscue. <All right. 

Well then, if that is so, why is it disintegrating, as you have stated? 

Mr. VonKiemprrer. Well, I am now coming to a section of my 
statement, Mr. Senator, where I show, or try to show, that our exports 
have not disintegrated. 

Senator Lauscue. All right 

Now, what about the argument that is made that we are pricing 
ourselves out of the world market and that because we are pricing 
ourselves out of the world market, American industrialists are creat- 
ing partnerships with foreign manufacturers, and where they can't 
create partnerships with foreign manufacturers, they are moving 
American capital into these manufacturing nations and establishing 
industry there, producing goods, shipping them to the United States 
paying the tariff, and making more profit than if they manufactured 
in the United States? What about that argument ? 

Mr. VonKuiemperer. Mr. Senator, these figures are very difficult 
to collect, but I do not think that the importation into the United 
States of manufactured products produced in American factories 
abroad is a very large item. These factories abroad are often estab- 
lished to establish a manufacturing operation within some of the new 
trade areas which are being erected abroad, such as the European 
Common Market, and the free trade area. A lot of the investment in 
recent years in factories in Europe is based on this consideration. 

Perhaps to some extent some of these investments—but I would say 
probably to a smaller one—these investments are made because of 
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lower labor costs in these foreign countries. But I doubt that in 
many cases the intention of the American firm is to use these goods 
for imports into the United States. There have been some such cases. 
Of course, we never know for sure. Statistically, that is something 
that is very difficult to collect. But from talking to people, our 
impression 1s that that isa small part. 

enator Lauscue. I will not take much more time, but I just want 
to put this one more question : 

s it then your position that the creation of these groups of nations 
giving preferential treatment in exports and imports among them- 
selves, that is, the big 7 and the big 6, and the South American coalli- 
tions that have been formed, are driving American capital out of the 
United States and moving it within those blocs ? 

Mr. VonKuiemreerer. To some extent, although 

Senator Lauscne. Then that would be harmful to our country / 

Mr. VonKiemperer. No, sir, because there is an offsetting factor 
on the other side. It may be harmful for a transitional period, but 
we hope that the economic and political development in Europe, for 
instance, as a result of these trade areas, will increase the overall vol- 
ume of business in these countries and therefore the ability of the 
United States to export. For instance, this year, our improvement 
in our exports are to some extent due to the improvement of economic 
conditions in Europe. So the more Europe develops, the more the 
underdeveloped countries develop a market, the more opportunities 
will be for American goods, and this will in the long run offset any of 
the unfavorable effects which you just mentioned. 

Senator Lauscne. Then this final question: What about your state- 
ment that our balance-of-payment position is disintegrating? Is ft or 
isn’t it disintegrating ? 

Mr. VonKiemprrer. It is not disintegrating. It has deteriorated, 
but we have a gold reserve which enables us to finance ourselves while 
we take necessary readjustment measures. 

Senator Pasrore. But, Mr. Secretary, if I may pursue this, and 
of course we are dealing here in speculation and imponderables which 
are always very difficult. I suppose that unless we maintain a sense of 
optimism, we would fall in the abyss of despair and discouragement, 
which we can’t afford. But the picture that you have painted here 
this morning is not a very encouraging one, because of what seems to 
be the trend of American capital to set up their factories abroad, in 
order to meet the competition of the Common Market and because of 
the differential in labor costs. Now, if American ingenuity is going 
to be exported abroad to manufacture the goods that might be ex- 
ported to European and African countries, to meet competition there, 
how can we ever hope to develop a very full export trade out of 
America? If American capital is going to go to Italy and build a 
factory and going to go to Japan and build a factory and going to 
Great Britan to build a factory, in order to produce the goods that 
they can sell in competition, how can we ever hope to manufacture 
these goods in America to sell to these countries? I mean, aren’t we 
working against ourselves, or aren’t we chasing our own tail / 

Now will you explain that to me? 
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Mr. VonKiemrerer. Our hope is, our expectation is that as these 
larger markets are developed in Europe and in the now under- 
developed countries that very large, tremendously new opportunities 
will develop. For instance, if you just could improve the buying 
power of the underdeveloped countries by a very small percentage, it 
would mean tremendously big new opportunities for American 
industry. 

I will agree, Mr. Senator, that some of these things which are 
happening at this moment, are harmful, are temporarily harmful, but 
we must think ahead of this year, next year, to the broader markets 
which we will develop in foreign regions. 

Senator Pastore. Let me give you a specific example. Not too 
long ago—and you may be familiar with this or not—we had quite an 
extensive investigation of the decline in the textile industry, and | 
was chairman of that subcommittee, and the very distinguished 
Senator from New Hamshire was one of the members of that sub- 
committee, and still is, and we came up with 10 specific recommen- 
dations but this is what we found: We feaial that over a period of 10 
years, when we experienced phenomenal economic growth in the 
United States of America, the textile industry remained stagnant; 
that over a period of 10 years, 747 mills closed down in the United 
States. We found out that since the end of the war, Japan has 
become the biggest textile exporter in the world. 

Now if you take the textile industry as an example, how can you 
remain optimistic that things are going to happen to bring it all 
back when we declined in the exports of textiles from 15 percent of 
our overall production down to 5 percent? I mean, where do we get 
all this optimism? Aren’t we actually hoping for a miracle ? 

Mr. VonKuiemperer. Well, we have to look at the broad picture, 
Mr. Senator, of all industries. 

Senator Pastore. Don’t you think we may be lost while we are 
looking ? 

Mr. VonKiemprrer. I don’t think so, Senator. I am sure we aren't. 

Senator Pastore. You said the export situation is much better this 
year than it was last year. How much better is it? 

The CHarrman. There is the chart. 

Mr. VonKiemperer. I am coming to it. 

Senator Pastore. I see. 

One final question: Do I understand you correctly that the money 
that we pay to our soldiers in Germany as their military pay is 
included in our export trade? 

Mr. VonKuemeerer. No, sir. The money which we pay to our 
troops, no, we call that an import of services in our balance or pay- 
ments. It is money which we pay out of the country. 

Senator Pastore. I see. 

We do not count that in the overall export trade ? 

Mr. VonKiemprerer. No. 

Senator Pastore. As between countries? 

Mr. VonKuemperer. That isa service item. 

Senator Encore. May I ask one question ? 

The CuatrMan. Yes. 

Senator Encte. I am interested, Mr. Secretary, in the figures given 
on page 4 of your statement. 
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The Cuarrman. Could he proceed with the statement / 

Senator Ener. He hasn’t gotten that far? 

The Cuatrman. No. [Laughter.] 

We haven't got him by page 2, yet. 

Senator Ener. Very well, Mr. Chairman, I will reserve my 
questions. : 

Icame in alittle late. I didn’t realize that. 

The Cuatrman. I suggest that the Secretary finish this very short 
statement, and then we can proceed. 

Senator Corron. I understand that, but there is just one reply he 
made to the Senator from Rhode Island; I want to ask him one 
question on that reply. 

May I? 

The CHarrMan. Yes. 

Senator Corron. Every time that we have talked with anybody 
from downtown, whether it be State Department, Commerce Depart- 
ment, the White House, anywhere else, about this problem of the 
textile industry, we have always, in some form or other, the same 
reply which you just gave to the able Senator from Rhode Island. 
Iam not criticizing that reply. They have said: “Well, now, don’t 
concentrate on one, on the textiles, just look at the overall picture 
of all manufacturing.” But the two fundamental things in this 
world that people have to have and have to have produced are food 
and clothes, as long as we need to wear clothes. The first thing that 
any country, after a war is over, starts producing, the first industries 
that start waking up, are producers of food and manufacturers of 
cloth and of clothing. If there is anything, if there is anything in 
the whole economy in the history of economy that is a fundamental 
production, it is textiles for the clothes we have to wear. 

Now, how can you continue to just brush us off and say, “Forget 
textiles. Don’t look at textiles. Look at electronics, look at this, 
look at that, look at the overall picture.” And then just go on and 
be content to let the world take our textile industry away from us? 

Your answer was so typical of the answer we always get, I won- 
dered if you wouldn't just amplify that a little bit, because it is one 
of the most frustrating answers, it seems, that we keep getting up 
here on that. 

How can you say: “Just ignore textiles and go on to these other 
things”? Aren’t textiles so fundamental that we have got to meet 
that issue ? 

Mr. VonKuemrerer. Mr. Senator, textiles are so fundamental that 
you would find that in many of the underdeveloped countries, one 
of the first industries to develop is the textile fidluatey You have 
a very large one in India. India today is an exporter of textiles, 
even. You have a large textile industry in South America, in the 
underdeveloped countries. This is a law of nature. These people 
building up these industries, we can’t stop them. 

Senator Corron. That is just what I said, and I agree with you. 
But are we going to be content to let it die in this great modern 
country and import our cloth from these so-called underdeveloped 
countries? Are we going to let it die in this country? It is just 
as fundamental in a highly developed country as it is in an unde- 
veloped country. It is one of the requisites. Do you feel that we 
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should stand by and let the thing die; just look at the rest of the 
picture / 

Mr. VonKiemperer. I wouldn’t say so, Senator, no, you shouldn't 
let it die. I don’t personally—I am no expert on the textile industry, 
I do not know any solution. I certainly don’t think we should let 
it die. 

Senator Corron. Thank you. 

Senator YarsorouGH. May I ask one question along that line? 

The CuHarrMan. Yes. 

Senator YARBOROUGH. As a matter of fact, haven't we sent advisers 
to these underdeveloped countries, urging them to develop their textile 
industries ? 

Mr. VonKuiemperer. I don’t know that. 

Senator Yarsoroucu. Pardon? 

Mr. VonKuemrerer. Did you say that we did—— 

Senator YarsorouGH. I say, hasn't our Government sent advisers 
to some of the countries that you included in your broad terminology 
of underdeveloped countries that are building textile plants; hasn't 
our Government sent advisers to them since World War I], advising 
them to build textile plants ? 

Mr. VonKuemprrer. I don’t know, Mr. Senator. 

I would like to check up for you. 

Senator YArBoroucuH. All right, will you check up on it / 

Mr. VonKiemperer. Sure. 

Senator Corron. While you are checking up on it, I went over to 
Japan, down to Kobe, and went through the textile plants down there, 
the most modern plants that I ever saw, and I come from a textile 
town. And the machinery came from this country. Much of it was 
sent over to help Japan rehabilitate themselves after the war, and] 
don’t argue with that. The methods—people have gone over there 
and talked about methods, and that is all right. But still we won't 
use a system of quotas or anything to save our own. As long as that 
attitude persists, I can’t be very patient with this nel we get 
about “Forget textiles and look elsewhere.” 

Iamsorry. I won’tsay another word. 

Senator YarsoroueH. One other question : 

Haven't we sent applications, too, to some of those countries, urging 
them to grow cotton ? 

Mr. VonKuemperer. I don’t know, Mr. Senator. I can check that, 
too. 

(The following response to Senator Yarborough’s questions on U.S. 
Government advice to the underdeveloped countries with regard to 
building textile plants has been prepared by the Department of 
State :) 


ADVISERS AND TEXTILE MACHINERY EXPORTS 


In keeping with the purposes of the mutual security program to promote the 
economic strength of the free world, funds have been used by the International 
Cooperation Administration and predecessor agencies to provide advisers and 
textile machinery exports on a relatively small scale, with ICA expenditures 
for these machinery exports representing only 0.4 percent of its total non- 
nilitary commoditity expenditures for the period fiscal year 1953-59. 

Between April 3, 1948, and June 30, 1959, ICA financing of textile machinery 
totaled $150 million. This compares with U.S. manufacturers’ shipments in 
the single year of 1958 of $263 million and with the U.S. industry’s own reported 
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investment in new plant and new equipment of $4.4 billion during the period 

1948-58. 

t Of the $150 million, two-thirds went to Europe, mostly as a part of the 
\ Marshall plan program of industrial rehabilitation, and about $50 million has 
been used to finance textile machinery to non-European countries. ICA financing 
of textile machinery exports has been carried out in two different phases, the 
first from the beginning of the program in 1949 through fiscal year 1954. Ex- 
penditures were confined mostly to Europe, including Greece and Turkey, based 
on the objectives of rehabilitation and modernization rather than expansion 
and construction of new plants. Most textile projects costing $1 million or more 
were privately financed. Some ICA assistance may have gone to new plants, 

'S but any new expansion of capacity over previous levels was accomplished 

le ? primarily with private capital. 

Since fiscal year 1954 ICA has financed the purchase of textile machinery 
primarily for underdeveloped countries of the Near East, south Asia, and 
the Far East. The objectives in these countries has been to assist them in 
becoming economically viable and to promote economic growth by installing 
new machinery and equipment. These countries are enabled to import raw 

rs materials instead of finished cloth which results in the saving of scarce foreign 

’ exchange and an improvement of the domestic economy through the creation 

: of new industry and employment. This in turn encourages increased domestic 

1t / eonsumption of textile products. 

ig No ICA or predecessor agency funds have been used to finance textile 
equipment for industries in any of the 25 countries designated as largest 
markets by the U.S. industry in 1958. 

No textile machinery nor technical cooperation advice on textile manufac- 
turing or marketing has been given by ICA or predecessor organizations to Japan 
or Hong Kong which are now providing a substantial portion of U.S. imports 
of cotton goods. 

to In fiscal year 1959 ICA had textile projects for which $122,000 (net) was 


obligated. In 1960 ICA expects to obligate only $8,000 (net) for textile project 
re, training. 


t 


ile In addition the Development Loan Fund has approved loans for four textile 
"aS mill projects. The four projects are: 

1] i, RUE Ne etl $500, 000 
are TS APCUREI CMON MRN SURE a Sp ssi ced irs atin eens asc eesti aaah 10, 000, 000 
n't United Arab Republic (Syria) : Worsted textile mill___._.___-______ 700, 000 
a Iran: Iran plan organization-Tchitsazi textile mill____.__-----~-- 2, 540, 000 
yet In approving these loans, the DLF determined that the capacity of the con- 


templated plants would not exceed the capacity of the local market to absorb 
the product. The plants were designed to meet local market needs. 


Senator Yarnoroucu. And thereby taken away the market from 


ing our own cottongrowers to the detriment of the country and what 
has been for many years its greatest export item, what for decades 
rat brought more money to the American nation than any other single 


export? That is true, isn’t it, historically, for decade after decade, 
cotton was our greatest export item ? 


4 
2 


‘to Mr. VonKiemperer. It still is a very important one, Senator. 
of Iam coming to that in my statement. [| Laughter. | 

The Cuarrman. All right, Mr. Secretary, you can proceed on 

page 2, bottom paragraph. 

tie Mr. VonKuemperer. I have talked about the deterioration in our 
onal ade balances. 
and ) When we look for the causes of this deterioration, we find that 
ures it is not so much our exports have declined. In 1959 at $16.2 billion, 
non they were as high as they had been in 1958 and higher than they had 
ae n in any previous postwar year except 1956 and 1957 when they 
is in were inflated as the result of the Suez crisis and other special factors. 
orted The CHamman. Now, the chairman wants to ask a question. 


_ [Laughter. | 
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Every day, I pick up the paper and the Secretary of Labor says 
employment is at an alltime high, which is correct. But population 
pc has set an alltime high, too. I expect we will have more 
peut employed when we have 180 million people than when we 

ave 150 million. 

Now, here is the same type of statement. You say that our exports 
haven’t declined. Well, } suppose you are coming to the offsetting 
factor, so I won’t continue. [ Laughter. ] 

Mr. VonKiuemperer. Yes. 

The CHarrMan. Go ahead. Iamsorry I butted in. 

Mr. VonKuiemperer. What has happened is that our merchandise 
exports have failed to keep pace with our merchandise imports. The 
latter, in 1959, suddenly rose by almost $2.5 billion, to a record level 
of over $15 billion, while our exports just managed to equal those of 
the previous year. ; 

In our overall balance of payments for 1959, there were a number of 
offsetting factors of a special nature in our favor, such as over $400 
million in unexpected debt prepayments by foreign countries to the 
U.S. Government; nevertheless, the increase in our merchandise im- 
ports was large enough to raise our total payments abroad to a new 
annual high and we lost a record $3.7 billion in gold and liquid 
dollars. Thus, wesare today confronted with a situation where ex- 

orts, during 1958 and 1959, have fallen short of providing the very 
leds trade surpluses needed to help finance the three important items 
of outpayments mentioned above, that is, outflow of public and pri- 
vate funds and our military expenditures abroad. 

Our export figures for 1960 have so far shown a considerable im- 
provement and our imports have fallen off somewhat. While this is 
in itself an encouraging development, we must suspect that at least 
part of this improvement is due to temporary or nonrecurring reactors 
such as jet aircraft and cotton. It would not be responsible to assume 
that all of this improvement is necessarily of a lasting nature and 
that it will continue and thus lead to a sufficiently rapid reduction in 
our balance-of-payments deficit toward the goal of reasonable equi- 
librium which we must reach. We, therefore, must work for higher 
levels of export earnings than those which we have shown during the 
early months of 1960. 

Losses of $7 billion of gold and dollars in the last 2 years indicate 
a balance-of-payments problem for us which we cannot afford to 
disregard. We think that such losses cannot be permitted to continue 
indefinitely. Today the U.S. dollar is the major reserve currency of 
the world. Foreign countries have accumlated about $1714 billion in 
liquid dollar claims against the United States, of which about $9 
billion are held by foreign governments and central banks and rep- 
resent under our present monetary system a potential claim on our 
gold stock; $7 bition of foreign holdings represent private short- 
term dollars owned by foreigners here in the form of Seal balances 


or U.S. Government securities, and there are also about $1.5 billion 
in holdings of U.S. Treasury bonds and notes on foreign government 
and private account. 

Our gold stock today is just below $19.5 billion, of which about 
$12 billion are required reserves against our Federal Reserve note 
and deposit liabilities. Our gold reserve is still roughly 50 percent 
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of the total amount held by the monetary authorities of all the 
nations of the free world. A reserve of this size is sufficient to 
give us time to make the necessary adjustments in our international 
payments position in an orderly manner. However, these adjust- 
ments must be made before additional heavy deficits have brought 
about a further deterioration. 

The Cuairman. Now, Mr. Secretary, at that one point, on page 
6 of Mr. Barnes’ report to the committee, from himself and the 
staff, they make this statement, and I quote: 


Among other things, it means— 
speaking of this situation you just talked about— 


it means that foreign holdings of liquid dollar and short-term obligations 
against the dollar reached a total of $17.5 billion at the end of 1959, three 
times the total of 10 years ago. It also means that our gold supply, which 
stood at $24.6 billion in 1949, had been drawn down to the end of 1959 to 
$19.5 billion. Since $12 billion of this is required by law for our own monetary 
reserves, we find ourselves with free gold stocks of $7,500 million as a reserve 
against $17,500 million of outstanding foreign holdings. 

Would that be a correct statement ? 

Mr. VonKiemperer. That is correct. 

The Cuatrman. All right. 

Senator Pastore. May I ask a question, Mr. Chairman ? 

This is a hypothetical question: If our exports do not increase 
sufficiently enough to eradicate an imbalance in payments, and an 
imbalance in payments persists, isn’t the only alternative remaining 
tous to limit imports? 

Mr. VonKtemperer. No, sir; because if we limit imports, we 
will also cut our exports to some extent because our whole system 
of the Trade Agreements Act is a mutual one; it is a reciprocal one. 
If we begin to restrict our imports, foreign countries will take 
measures against imports from our country. 

Senator Pastore. You have left out one factor in my hypothet- 
ical question, and that is the persistency of an imbalance in payment. 
You have said that we are hopeful that we will improve our export 
position. You have also pointed out the fact that while our export 
position this year is better than it was the previous year, you have 
the overriding factor that imports have accelerated faster than the 
exports, which in a way is responsible for the imbalance in payment. 

Mr. VonKiemperer. Right. 

Senator Pastore. Am I correct thus far ? 

Mr. VonKiemrerer. That is right. 

Senator Pastore. Now, if you want to eradicate this imbalance in 
payments, if the export situation does not accelerate in proportion to 
your import situation so as to level off and create this equilibrium, 
the only way you can achieve equilibrium is by cutting down the 
imports / 

Mr. VonKiemperer. You see, there are many imports, Mr. Senator, 
which we cannot cut down, even if we wanted to. 

Senator Pastore. You are talking about necessary strategic ma- 
terials; I realize that. 

I am talking about things outside of that category. I mean, it is 
all right to sit here and philosophize, and I agree with you, we can’t 
ever become pessimistic about this, but we are saying here that the 
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imports have accelerated much faster than the exports, which has 
created this imbalance of payments. In other words, when these 
countries sell us their goods, they don’t use the money we pay them to 
buy American goods: they go and buy other things that they need 
from other countries, where they can buy them cheaper, and that 
money does not come back to us, and that creates the imbalance in 
payments. I follow that. 

If exports do not accelerate with the same rapidity as imports, and 
you still continuously have an imbalance in the balance of payments, 
there is only one way you can correct it: you have to do it artificially; 
in order to eradicate the imbalance in payments you have got to stop 
goods from coming in. 

Now, am I right or wrong about that ? 

Mr. VonK.iemperer. If we stop some goods from coming in, we 
will have to perhaps shut down some of our factories. 

Senator Pastore. Maybe so, but how would you eradicate this 
imbalance in payments, then ? 

You keep saying the picture is going to be better. How can this 
picture get better unless our exports accelerate at a speed that is at 
least equivalent with our imports? And that hasn’t been the trend. 

Am I right or wrong about that ? 

Since the end of the war, the trend has been the other way: imports 
are coming up fast; exports have remained almost constant or shown 
only a slight improvement, therefore creating this imbalance in pay- 
- ments of $3.7 billion. 

Mr. VonKiemperer. Our exports in the last 6 months have come 
up very nicely, and this export promotion drive on which the admin- 
istration is now working, we are very hopeful that it will give a 
tremendous impetus to our exports and that it will educate Americans 
to believe that exports are a matter of national interest and that the 
whole respect and interest shown in exports in this country will be 
improved ; that young people will go into the export trade. 

Senator Pastore. But the thing that concerns me is this, Mr. Secre- 
tary: The one thing that America has to sell is fashion, ingenuity, 
and experimentation. Now, if we begin to encourage the investment 
of American dollars to build factories abroad in order to meet the 
competition there, aren’t we in the long run doing irreparable harm 
to this American style and American ingenuity? I mean, we seem 
to be working against ourselves. We are telling American capital, 
“Now, if vou want to meet the competition against Japan, against 
Italy, against Great Britain, against any nation in the world, go and 
build your factories in those countries, invest your money there; don’t 
go build your mill in Rhode Island, go to India and build there, then 
you can hire Indian labor and you can produce cheaper.” 

Now, if we begin to send this American styling and American fash- 
ion, by American investments, abroad, how do we ever hope to do it 
here in America ? 

Mr. VonKiemperer. Mr. Senator, I am very glad to take this 
opportunity to state that the administration has not encouraged the 
investment in industrialized countries in recent years. We are en- 
couraging the investment by Americans in the underdeveloped coun- 
tries where the investment of American firms will create markets and 
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help develop the country, but we have done nothing to encourage 
investment in the industrialized countries. 

Senator Pastore. Have we done anything to discourage it? 

Mr. VonKuemrerer. No, sir. 

Senator Pastore. That is the important thing. That is the impor- 
tant thing. 

I think we ought to discourage these Americans from taking their 
good American dollars that were earned from American consumers 
and investing them in foreign countries in order to meet the market 
there and leave the money there and never have it come back to the 
United States of America, thereby depriving Americans of jobs. I 
think it ought to be part of our program not only to encourage this 
in underdeveloped countries but to do something to discourage the 
investment of this country in Japan, in Germany, in Great Britain, 
and in Italy because, unless we do that, we are going to kill the goose 
that laid the golden egg. 

The Cuarrman. Proceed on page4. [Laughter.] 

Mr. VonKiemprrer. Now, I have talked about the balance-of-pay- 
ments deficit. 

There are two things which the administration is attempting to do 
in this connection: First, by continually seeking adequate monetary 
and fiscal measures, we must continue to merit the full confidence of 
those foreigners who keep an important part of their monetary re- 
serves with us; and, secondly, we are working toward helping bring 
about the necessary adjustments in our balance of payments with a 
view of reaching a reasonable equilibrium. 

It is not within the scope of my subject to deal in detail with the 
various measures which the administration has taken in its or 
to help make these adjustments. With respect to foreign trade, the 
administration has agreed that one of the basic solutions to our pay- 
ments problem is a large increase in our exports. Through higher 
export earnings, we hope to obtain an important degree of improve- 
ment in our trade account along lines consistent with our international 
economic policy of expanding world trade to the maximum possible. 
In many of the other industrialized countries exports are one of the 
important national objectives. It must be one of ours. 

ur concern with exports is, of course, a relatively new thing. It 
has grown out of necessity. There are still many who do not realize 
the important role which exports play in our domestic economy as 
well as in our balance of payments. It has often been said that our 
merchandise trade is only a very small part of our gross national 
product and is therefore not a matter of important concern to us. It 
is true that a $16 billion export figure and a $15 billion import figure 
work out to barely 3 percent each of our gross national product. Even 
a 20-percent increase in our exports would serve to raise the percent- 
age which they bear to our ON P by only six-tenths of 1 percent. 
By looking at this from a balance-of-payments point of view, how- 
ever, we get an entirely different picture. If all other items in our 
balance of payments remain constant, this same 20-percent rise in our 
exports would virtually eradicate our payments deficit. Conversely, 
of course, a very small worsening in our trade in terms of gross 
tational product, as occurred in 1958 and 1959, can create a very sharp 
deterioration in our international payments position. 

55506—60——-—-5 
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Furthermore, as a percent of the movable and therefore exportable 
goods produced in the United States, our exports generally amounted 
to around 9 percent of this portion of our gross national product in 
most years of the postwar period. For the last year for which data 
are available, 1958, the percentage was 8.8 percent. In addition, the 
impact of our export markets on particular commodities in diversified 
sectors of our economy is frequently very high. In 1958, we exported 
46 percent of the rice we grew and 42 percent of our wheat. We 
exported 53 percent of raw cotton grown and in spite of all our im- 
ports, 27 percent of our sardine catch. We exported 44 percent of our 
manufactures of track-laying tractors, 49 percent of the DDT pro- 
duced here, 21 percent of motortrucks and buses produced, and 98 
percent of molybdenum mined. 

The foregoing very briefly reflects the important position of ex- 
ports in our balance of payments and in our economy. I shall be glad 
to attempt to answer such questions as you may have. [ Laughter.] 

The Cuarrman. I don’t know who put that in, but that is a perti- 
nent statement. 

Now we can proceed with the Senator from California. | Laughter,] 

Senator Eneie. Mr. Secretary, I was going to ask you about the 
statement made on page 4, in which you point out that the foreign 
countries have accumulated $1714 billion in liquid dollar claims 
against the United States. And you point out that our gold stock 
today is just below $19.5 billion, of which $12 billion are required 
reserves against Federal Reserve notes and deposit. liabilities. 

Now, that leaves a net of about $7.5 billion, and the claims against 
that $7.5 billion are $171, billion. 

It looks to me like we are in serious shape. 

Now, how can we prevent these fellows from making a run on the 
bank and coming in and demanding gold for their dollar claims and 
thereby reducing our gold stock below the $12 billion required as 
reserve against our Federal Reserve note and deposit liabilities! 
How are we going to do that if they just get it in their heads all ofa 
sudden that they want that gold ¢ 

Mr. VonKuemrperrer. Mr. Senator, these $1714 billion are here for 
rarious purposes. You see, it is an expensive matter to keep gold, to 
own gold. First of all, you don’t earn any interest on it; it costs you 
carrying charges, insurance, and so on. So if you, instead of this 
gold, can hold a currency that earns you a return, you are better off. 
Therefore, especially in the last 20 years or so, central banks have 
regularly kept a good percentage of their reserves in money on which 
they could earn something. 

Another thing, part of this $1714 billion—nobody knows how much, 
but certainly a considerable number of billions—are working funds. 
Foreign central banks, foreign private banks, and foreign govern- 
ments, they do trade, and a large part of the world’s trade is financed 
in dollars; therefore, they need working balances. Therefore, out of 
this $1714 billion, a not inconsiderable part is not likely to leave us 
because it is used for working capital. ; 

I think as long as we have the confidence of the foreign countries 
that we will keep our fiscal and monetary house in order, they will 
keep additional funds—additional to those which they have to keep 
in dollars anyway—with us. I think the monetary and fiscal policy 
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of the administration has the confidence of these foreign governments 
and central bankers. So that our net reserve of $1714 billion we con- 
sider a very ample reserve. 

Senator Enate. In other words, what you are saying is that of the 
$1714 billion, a large proportion of it would not be in the normal 
course of events converted into gold ¢ 

Mr. VonKKLemrverer. That is right. 

Senator Eneire. And that as a consequence the net of $714 billion 
that we have is an adequate reserve against that $174 billion in liquid 
dollar claims; is that right ? 

Mr. VonKxiemeerer. That is correct. 

Senator Enein. Now, do you believe that we ought to have more 
gold, notwithstanding the fact that this reserve appears to be adequate 
for the moment ? 

Mr. VonKuiemrerrer. We don’t need any more gold, Mr. Senator. 
If we had it, we certainly wouldn’t object, but we don’t need any more. 

In some years—you remember the dollar shortage, the years after 
the war? It was due to the fact that other countries owned too little 
gold. Well, this fact has been corrected now. They have more gold. 
They have sufficient gold, at least the industrialized countries. If we 
would get much more gold, perhaps we would get it back from these 
countries and they would have the dollar shortage again, so that 
wouldn’t be so good either. 

But to answer your question, I don’t think we need any more gold. 
If we had it, it would be fine, unless we took it away from the other 
countries and got them into trouble again to the extent that they 
couldn’t buy from us. 

The CHarrman. If that is the case, then, why don’t we raise the 
price of gold to the world market? Or is that another subject? 
Mr. VonKuemrerer. That is another subject, sir. [Laughter. | 
Senator Eneir. I was going to get to that just in a minute. Do 

we know, Mr. Secretary, how much gold the Soviets have ? 

Mr. VonKiemrerer. Nobody knows. 

Senator Encie. We have heard that the Soviets are busy building 
a gold supply. 

Let’s assume, just for the sake of this question that the Soviets are 
building a substantial supply of gold. If such a supply of gold is 
built by the Soviet Union, is there any way that the Soviets can 
move into the international trade picture with their gold and create 
difficulty for America in its trade relations around the world and by 
affecting the stability of the dollar ? 

Mr. VonKuemrerrer. The Russians have to some extent sold gold in 
recent years to finance their balance of payments deficit or to finance 
their import needs. I don’t know whether it is a deficit or their 
import needs. I don’t think they could do any trouble to us. They 
could use this gold to buy commodities from third countries, but I 
don’t think they could cause us trouble. If it ever came to this point, 
this would be a matter which we would have to look into. 

Senator Ener. Let’s assume that they sit there with a great gold 
hoard and they decide to move into the international money markets 
with their gold. What can they do to us? Could they make the 


tuble, for instance, the basic currency for international trade rather 
than the dollar, as at present ? 
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Mr. VonKuemprrer. The reason that the dollar is the reserve | ; N 
currency in the world is because people have confidence in us. I don’t It. 
know whether they would have the same confidence in the other } . s 
nations. it 1 

Senator Enate. Now, if the Russians laid a stack of gold on the | “D' 
counter and said, “We have the best currency in the world,” and som 
undertook to make the Russian ruble the reserve money of the not 
world and basic currency for international trade, would that be | brir 
dangerous and detrimental to us or not ? N 

Mr. VonKiemrrrer. I don’t think, offhand, Mr. Senator. They , 
could use it, as I said, to buy up the production of commodities, per- for 
haps from some of the uncommitted countries, and would thus tend T 
to make these countries dependent on them economically. That would M 
depend on these underdeveloped countries, too, whether they would S 
wish to be politically dependent on Russia. That is difficult to | a 
predict. 

But if they made the ruble a convertible currency, without having } : 
the confidence which we, as a reserve banker, have, of the world, I pe 1 
think people would just be taking these rubles and drawing gold | 
out of Russia. I don’t think the Russians would like that. bar 

To be a reserve currency, you have not only to acquire these foreign 
balances but you have got to hold them, too. That is based on con- | Pit 
fidence, confidence politically and economically. . t 

Senator Enete. Thank you very much, Mr. Chairman. rd 

The Cuarrman. Any further questions? dies 

Senator Yarsoroucu. I have a question, Mr. Chairman. hy 

Are we on the gold standard, Mr. Secretary ? a 
ae = VonKuemrerer. We are on a modified gold exchange standard, | of d 

r. Senator. 

Senator YarsoroucH. You mean modified in international trade? _ i 

Mr. VonKuemprrer. Modified to the extent that our—I believe— | S 
I believe modified to the extent that our individual citizens do not thi : 
have a claim of gold against their Government. bad 

Senator Yarsoroucu. We are not on the gold standard domesti- M 
cally but on the gold standard abroad ? : 

r. VonKuemrerer. That is right, on an international gold ex- Se 
change standard. W . 

Senator Yarsoroucu. That is why this $9 billion held by foreign or 
governments and central banks represents a potential claim on our Se, 
$1714 billion gold stock, is that correct ? | aa 

Mr. VonKiemperer. Correct. oO, 

Under our monetary system, the Treasury Department sells gold to S ' 
foreign governments and central banks for their legitimate monetary Mr 
requirements. Se, 

enator YarsoroucH. Under this system, why is it bad to bring © Mi 
gold into the United States? Why is an American citizen forbidden g r 
even the privilege abroad of buying gold coins and bringing them Mr 
into the country ? Se ; 

Mr. VonKuemrrrer. He can bring them in, but he cannot. hold (P 
it. He has to turn it in to the Government and get dollars for it. (1! 
He can bring it in on a license. = 

Senator Yarsoroven. He can’t bring it in and keep it as his own Priy 
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Mr. VonKuemrerer. No, unless it is a rare coin, he cannot keep 
it. as 
Senator YarsoroucH. By turning it in, by requiring that he turn 
it in to the customs guards, in effect, the Government is saying, 
“Don’t bring it in.” Because the citizens are not going to bring 
something in and hand it over to the customs officials; they are just 
not going to put it in their luggage. What is bad about citizens 
bringing gold in if it is desirable to have it here? 

Mr. VonNKiemprrer. Americans have never been really gold con- 
scious. The American citizen has never held gold to any extent, as 
for instance, many of the European citizens. 

The Cuarrman. And the Orient is very gold conscious. 

Mr. VonKiemperer. Very strong. 

Senator Yarsoroueu. I think you are showing your youth. The 
previous generation was gold conscious, I think. 

Mr. VonKiemerrer. Thank you for the compliment. [Laughter. ] 

Senator Yarsoroucn. Now back to my question, governmental 

licy. 

Why is it bad, if it is so desirable to have gold, for American 
citizens to acquire gold abroad and bring it home with them? 

Mr. VonKuemperrer. I think this law, as you remember, was 
passed in a very difficult period in our country, 1934, and it was then 
felt that it would be more efficient and more useful if the gold reserves 
of the country could be centralized in the Government and that citi- 
zens in return would get money which, of course, we hope, through 
adequate fiscal and monetary policies, to keep the value of the money 
stable so that the citizen is not punished by the fact that he cannot 
hold gold. But the idea was that the gold reserve, especially in times 
of difficulties, is better concentrated in the hands of the central bank 
or of the Government. 

I think that was the underlying idea. 

Senator Yarsoroucu. Is the Government still of the opinion that 
things are in such a state of emergency, that it is very damaging or 
bad for a citizen to own gold? 

Mr. VonKuemrerer. There hasn’t really been a tremendous de- 
mand on the part of citizens to own gold. 

Senator Yarsorovuen. Is a citizen prohibited from owning gold in 
West Germany ? 

Mr. VonKtemrerer. To do what? 

Senator Yarsoroucu. Is a citizen prohibited from owning gold 
cos in West Germany ? 

Mr. VonKuemrerer. I don’t know. 

Senator Yarsoroucu. Or France? 

Mr. VonKiemrerrer. He can own it in France. 

Senator Yarnoroucu. Or Belgium ? 

Mr, VonKuemprrer. I don’t know about Belgium. 

Senator Yarsoroucn. Or England? 

Mr. VonKiemrrrer. I would be glad to get you the answer, Mr. 
Senator. We are not sure. 

(The following was subsequently received from the Treasury 
Department :) 


Private citizens of West Germany, France, and Belgium can buy and hold 
gold ; they do not have the right to purchase such gold at a fixed price from their 
governments or to convert their currencies into gold upon presentation of such 
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currencies to their governments. Whatever gold they acquire is through market 
purchases at variable prices. In England private citizens cannot buy or hold 
gold although there is a gold market in London which is open only to non. 
residents of the sterling area. 

Senator YarsoroucH. I have no futher questions. 

Mr. VonKuemrerrer. Let me say that in many countries toda 
many industrialized countries, he cannot hold gold, not in all, but 
in many he cannot hold gold. 

Senator YarsoroueH. He can hold it freely in West Germany or 
France, can he not? 

Mr. VonKtemrrrer. I am not sure about Germany. He can in 
France. 

Senator Yarsoroucu. No further questions. 

The Cuamman. And in some countries in the Orient gold is 
prohibited ? 

Mr. VonKiemprrer. Yes. 

The Cuairman. Probably the biggest smuggling of gold today 
goes on in India. 

Mr. VonKiemrerer. Yes. 

The CHaimman. One of the real reasons for Chiang’s downfall 
was that someone decided to make all the people turn in their gold, 
and they got mad. 

Let me ask this question, Mr. Secretary: 

A 20-percent increase in our exports over 1959, our late figures, 
would yield $3,200 million, but this is still insufficient by $500 million 
to wipe out that current deficit of $3.7 billion. 

In your opinion, why shoudn’t we aim at 25-percent increase in 
exports, which would eliminate the deficit if imports don’t rise beyond 
their present levels? Would that be a much better objective?! 

Mr. VonKiemperer. Yes. 

I did not mean to say 

The Cuarrman. That that would be a limitation ? 

Mr. VonKuemperer. Yes. I was just giving an example. 

We do hope our deficit this year will be considerably less than 
$3.7 billion. 

The CuHatmman. On this other factor, do you feel a reduction in 
the balance of payments to a deficit of $1 billion, or say $1 to $1% 
billion annually, would be a satisfactory solution for the next decade 
in view of the liquid requirements needed in world trade? 

Mr. VonKuemperer. I do not believe that that is a satisfactory 
level, Mr. Senator. We feel that we should return to a reasonable 
equilibrium in our balance of payments. That means that in some 
years we may have a surplus and in some years we may have a deficit, 
but we should not in any way aim at a permanent deficit, however 
small it is, because the permanent deficit eventually will eat up our 
whole reserves. 

The Cuairman. But you do think that would be a safer figure? 

Mr. VonKuemeerer. It would not be a safe figure. 

The CuarrMAn. It would not bea safer figure ? 

Mr. VonKuemprrer. No; it would not be a safe figure. 

The smaller it is, the better. But a level that you mentioned 
would not be a safe figure. 

The Cuatrman. All right. 
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If there are no further questions 

Senator Corton. I have one. 

The CuHamMan. Excuse me. The Senator from New Hampshire 
has a question. 

Senator Corron. Just one question. In certain countries of the 
world, for example, the Soviet Union, we are not dealing with nation- 
als. The trade, prices, industry, are actually in the hands of govern- 
ment, right ? 

Mr. VonKtemrerer. Did you say we deal with the Government 
rather than the people? 

Senator Corron. That is right. 
Mr. VonKuemrerrer. That is right, in the totalitarian States. 
Senator Corron. All right. 
Now, that being the case, if, for instance, partial disarmament took 
lace and the Soviet Union had more money to play around with, 
with butter rather than with guns, if they saw fit to start selling 
certain commodities to other nations at a loss, they could accelerate 
this situation of ours. In other words, by : accepting certain losses and 
by going into the field for the purpose of destroying certain exports, 
if they “will make the sacrific e, they could very easily augment our 
deficit, couldn’t they ? 

Mr. VonKiemerrer. They could certainly hurt us, Mr. Senator. 
To what extent they can do it—That is a very expensive policy to 
follow, and if they do follow that policy, they would suffer very 
considerable losses in selling below price, in dumping this merchandise 
abroad. It is just a matter of whether they could do that long 
enough to hurt us badly. They probably could hurt us in indiv idual 
industries for some time, but it will take a lot of money and a lot of 
losses to really hurt us in a very big way, especially when it comes 
to machinery. Sometimes people buy machinery not just only be- 
cause of price. When you buy machinery, you think of the servicing 
facilities; you think of repeat orders; you think of the honesty and 
the warranty of the man who sells it to you. So in some cases, let’s 
say if you want to hurt us in the machinery field, they probably 
would have to sell it ata very considerably lower price than the price 
at which they can produce. Also, if you make these sales abroad, 
you take it away from your own economy and their industrial plant 
and their people are yearning for additional production. 

Senator Corron. Well, we have found in our subcommittee, for 
instance—and I am not picking on J: apan. I greatly admire the job 
they have done—but we have found that when Japanese imports 
were only 5 percent, we will say, of the total in textiles, the overall 
didn’t sound very big, but if a certain year they concentrated on 
velveteens or in certain years they concentrated on ginghams, it be- 
came not 5 percent of the consumption of this country but 30, 40, 
50 percent. By so concentrating—I don’t mean they did it with mal- 
ice aforethought—but by so concentrating, they crippled and put 
out of business producers in this country and they didn‘t have the 
competition ; we had lost potentiality. 

Now, I recall—I seem to recall back in the days when the gentle- 
man named Admiral Strauss was in here from the Department, giv- 
ing testimony here one day that the Soviet Union at one time dumped 
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on the world market a lot of aluminum, to break the price, and we 
had to do something about it. 

Now, it seems that they wouldn’t break themselves if they selected 
certain industries, certain individual commodities; they could move 
from one field to the other, even though it was temporary, and strike 
us a very, very heavy blow right where it hurts most. 

Do you think that that is unlikely to happen? 

Mr. VonKiemrrrer. We must be alert, of course, to this possibility, 

Senator Corron. What would we do if it became evident that such 
a policy was being launched by the Iron Curtain countries, selecting 
a given commodity and dumping it on the world market, for the pur- 
pose of hitting us? 

The Cuairman. That is exactly their plan in the economic cold war, 
That has been their pattern. They are starting it now with fish, and 
I am just as sure as I am sitting here that lumber is next. 

Senator Corron. How do we combat that? How do we meet it! 
What can we do? 

Mr. VonKxiemrerer. Well, as far as imports into the United States 
is concerned, of course, we have our antidumping laws. But with 
respect to the third markets, I must say I personally have no thought 
about it. I would not be the man within the administration who 
would think about this subject. I do know, and I am certain, that 
this is in the minds of the other departments of the Government. 

Senator Corron. Thank you. 

The Cuairman. Thank you, Mr. Secretary. 

Senator Y AaRBOROUGH. Mr. Chairman, may I ask one more question! 

The Cuarrman. Yes. 

Senator YarsoroucH. Summarizing your position here, Mr. Secre- 
tary, is this a correct statement of your position in general : 

That you think that the solution of our problem here is not to go 
back to the theory of the Smoot-Hawley Tariff Act of the 1920’s and 
restrict trade, but to improve our position by greater sales abroad, 
and the way to improve those sales is not sit in our shop and wait for 
people to come and buy our goods but to send out salesmen to sell 
them ? 

Mr. VonKuemrrrer. To go out and sell, which is an art we know 
well in this country, and apply that to our exports. 

Senator Yarsoroucu. To use our domestic sales techniques abroad! 

Mr. VonKiemprrrer. To apply it to our exports; yes, sir. 

‘The Cuarrman. Thank you, Mr. Secretary. 

Mr. Gardner ? 

Dr. Gardner is from Columbia University, New York City. 

We will put your full statement in the record, Dr. Gardner. 

Mr. Garpner. Yes, Mr. Chairman. 

I understand the committee has a heavy agenda, and therefore 
with your permission, I should like simply to summarize some of 
the more controversial points of my statement, and I will just sub- 
mit it now, so that it may be printed at the close of these remarks. 

The Cuatrman. All right. 


' 


—_— 


STA 


of | 
to t 
cou 


pro 


OY 


2 z 


os 


aro 
wot 
dra 
inv 


ind 


dan 
dan 


inte 


hav 


emy 
may 
we: 


and 
an 


rh, = 


ee ee ee 


it 
10 
ut 


a}] 


d? 


FOREIGN COMMERCE STUDY 69 


STATEMENT OF RICHARD N. GARDNER, ASSOCIATE PROFESSOR OF 
LAW, COLUMBIA UNIVERSITY, NEW YORK, N.Y. 


Mr. Garpner. By the way, Mr. Chairman, in overhearing some 
of the previous questions, 1 might just point out that the answer 
to the question about the capacity of citizens to hold gold in foreign 
countries may be found in the hearings of the Senate Committee 
on Finance, 1957, “Investigation of the Financial Condition of the 
United States,” on page 461. There is a list of those countries, 

The Cuarrman. Thank you for that reference. 

Mr. Garpner. Mr. Chairman, I want briefly to deal with six 
basic questions. 

First, why should we be concerned with our balance of payments 
problem ? 

Second, what should we aim to do about it ? 

Third, what are the prospects for reducing the deficit ? 

Fourth, what policies are appropriate for reducing it ? 

Fifth, what policies could we use to live with a moderate deficit? 

And sixth and last, are the present policies of the administration 
appropriate to the pr oblem! ¢ 

Now, these are the six questions dealt with in my written statement. 

In view of the lack of time, I will concentrate on the first three. 

First, why should we be concerned ? 

Well, I think we all agree that we cannot go on running a deficit 
of the magnitude of $3 to $4 billion indefinitely. 

Our present gold stock is about $19 billion. The present out- 
standing short-term dollar liabilities of the United States are up 
around $17 billion. If this deficit of 3 or 4 billion went on, this 
would provoke a run on the dollar, which we could only stop by 
drastically curtailing our foreign aid, embargoing imports or forei 
investment, or indeed, making the ‘dollar inconvertible into go a, 
and all of these I think would be disastrous. 

So we all agree that we do not want to run deficits of this size 
indefinitely. 

But, Mr. Chairman, I would like to point out that there is another 
danger in the balance-of-payments problem. It is not simply the 
danger that we may go on with a large deficit indefinitely, but that 
we may try to close the deficit by policies harmful to our own best 
interests and to the interests of those friends of ours in the world on 
whom we depend for our survival as a free people. 

In other words, it would be a tragedy if we should try to close 
the deficit by cutting out foreign aid, embargoing foreign investment, 
embargoing imports or raising import restrictions, or drastically 
deflating the domestic economy. I think all of these things would 
have very grave adverse repercussions on our national interest. 

Furthermore, Mr. Chairman—and this is a point I would wish to 
emphasize with particular force—the danger is not merely that we 
may slip back into bad habits in the field of trade policy, but that 
we may be so terrified by this balance-of-payments problem that we 
7 arrest the necessary forward movements in our foreign trade 
and aid programs. 
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Now, in view of the questions that were asked earlier this morning, I 
I dare say that what I am now going to say will provoke a good deal casi 
of disagreement in this committee Bri 
Senator Pastorr. May I our 
Mr. Garpner. May I just finish the sentence ? $10 
I believe that in the next decade, this country will have to increase of 
substantially its foreign aid effort to less- developed countries and in- and 
crease substantially its effort at achieving closer economic relations ) 
with the other countries in the free w orld, and that means further are 
reducing our import restrictions. enc 
If we cannot solve our balance-of-payments problem, these neces- stat 
sary adjustments in national policy will not be made. rest 
Senator Pasrorr. Now, lest we be misunderstood, I agree with every- V 
thing you have said, but the hypothetical question that I asked was cou 
this: I 
There has been a tendency in the past several years, principally the’ 
since the cessation of World War II, for our imports to increase at nee 
an accelerated rate which has not been overcome by the increase in exp 
our exports. The question that I asked was a hypothetical one, that as 
if this situation were allowed to persist and nothing was done in rese 
order to encourage more exports, the only remedy that would be left V 
to us is precisely the very harmful things that you have suggested; I 
that if we don’t do something immedi: itely to increase the exports and whe 
to increase them at the same rapidity as our imports have been in- (fer 
creasing over the past several years, this imbalance in payment is why 
going to persist. ‘The only way you can do it is artificially by insti- the 
tuting an embargo which, of course, would not be good in the long lati 
run. This points up the fact that the one job we have before us, at cap 
hand, is to increase our exports and do everything we must do to por 
accomplish that. V 
Mr. Garpner. Senator Pastore, I agree that we should try to in- N 
crease our exports, and I have in my statement made some proposals aga 
for doing that. But, with all due respect, I would not agree that v 
this is the one and only job we have before us. ‘This brings me to my inve 
second point: Wor 
Do we want to close our balance of payments deficit and do nothing _ggjf 
more ? thu: 
I have very grave doubts that we want to, and I will show where _jnge 
this will project us and the free world into a very dangerous problem _— nq 
in the 1960’s, the danger of a lack of international reserves and a pala 
shortage of international liquidity. N 
At the beginning of the decade of the 1950’s, Mr. Chairman, the L 
United States had an impregnable reserve posit ion and the rest of the ques 
world was virtually broke. T 
At the end of this decade, we are beginning to feel insecure about N 


our reserve position, and many people make the mistake of thinking = wor 
that the situation has been reversed and that the rest of the world — jt h 


has an impregnable reserve position and is very flush. 40 p 
I suggest to you that this is not the case. If indeed there is a short- Ir 
age of ‘gold and reserves in the free world, it is quite possible for pers 
everybody or nearly everybody to be suffering from a shortage of | N 
reserves at the same time. old 
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Look around the world. What do we find? Look at the British 
case. This is the other major trading center in the world. The 
British are operating with about $2.7 billion of reserves, compared to 
our $19 billion of gold, and the British have annual imports of about 
$10 billion, and short-term liabilities of about $10 billion, in the form 
of sterling balances. So that their ratio of reserves to annual imports 
and to short-term liabilities is one-fourth as favorable as OUL'S. 

Now, I grant you, Mr. Chairman, some of these sterling balances 
are held by colonies and countries which the British have some influ- 
ence over, so this statement I have just made is somewhat of an over- 
statement. But broadly speaking, I think it is fair to say that their 
reserve position is a good deal less satisfactory than our own. 

What is the position with the large number of the underdeveloped 
countries ¢ 

I dare say, if you go over them one by one, you will find most of 
them are also suffering from an acute shortage of reserves. ‘They 
need reserves particularly because many of them depend for their 
export earnings on the export of primary commodities whose prices, 
as we know, are subject to rather drastic fluctuations and their 
reserve positions are not satisfactory. 

Who has adequate reserves ? 

I can think really of only a couple of countries in Western Europe 
whose reserves could be considered excessive. Italy might be one. 
Germany and France are closer questions. But we must ask ourselves 
why do these countries persist in accumulating reserves? We think 
their reserves are excessive, but the fact is, they have been accumu- 
lating these reserves in large part by maintaining restrictions against 
capital movements out of their country and restrictions against im- 
ports from the United States. 

Why do they continue to accumulate reserves ? 

Mainly because they feel they need these to protect themselves 
against future swings in world trade. 

What I am suggesting, then, Mr. Chairman, is that we ought to 
investigate, and I hope your committee will investigate, whether the 
world reserve position is adequate, because if it is not, it will prove 
self-defeating to try to increase American exports significantly and 
thus to close our payments deficit, because we will only transfer our 
insecurity on to other countries of the free world who in the last 
analysis will have to look to us to be bailed out when they get into 
balance of payments difficulities. 

Now, Mr. Chairman, is there a shortage of international liquidity ? 

Let me have a couple of minutes, if I may, to deal with this 
question. 

The principal form in which countries keep reserves is gold. 

ow, free world monetary gold, as a percentage of annual free 
world imports in 1937, was something over 100 percent. By 1949, 
it had dropped to about 60 percent. Today it is something under 
40 percent. 

In other words, the free world’s monetary gold stock has shrunk 
persistently as a percentage of the free world’s trade. 

Now, according to the International Monetary Fund, monetary 
old stocks will continue to grow by about $700 million a year in this 
ree world of ours, mainly as a result of gold production and small 

annual Russian gold sales. But free world trade, now up around 
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$105 billion a year, will grow about 5 or 6 billion a year. If free gol] 
world gold was to be maintained at the present percentage of free Jen 
world trade, it would have to grow by about $2 billion a year to keep —_ yo 


pace with the growth in trade. } 
But, as I say, the estimate is that it is only going to grow by ___jnt 
about $700 million. So we have a gap of about $1.3 billion, an annual : 
gap in reserves. ) 
This has been made up during the period of the 1950’s, Mr. Chair- | _ pre 
man, by increasing holding by foreign countries of dollars. ¢ 
In other words, the free world’s liquidity shortage has been solved ) 
in large part during the decade of the 1950’s by our balance of pay- mis 
ments deficit. We, the United States, have been pumping reserves Ye: 
to the rest of the world in the form of dollars, which other countries € 
have been obliged to acquire in order to build up their reserves, I 
reserves which they could not satisfactorily build up in the form of Us 
gold because the gold wasn’t available. inc! 
Senator Yarsoroucn. Mr. Chairman, just a minute. Mr 
Doesn’t that mean that other countries have really accepted these | I ¢: 
dollars with almost as much faith as they have accepted gold ¢ her 
Mr. Garpner. That is right. wre 


Senator YarsorouGH. They had to have faith in the dollar or it | wit 
couldn’t be done. . 
Mr. Garpner. Yes. I think we ought to continue to maintain that | in - 
faith. / whe 
At this point, Mr. Chairman, you might object and say, “Is there | yea 
any natural law that the free world’s reserve supply must grow | _ bal: 
exactly in keeping with the growth of free world trade?” is § 


Why could we not go on with a dropping gold ratio? Why could | im 
not the free world survive with reserves constantly shrinking asa| | } 
percentage of trade? in ¢ 

Well, the answer to that, Mr. Chairman, can be found only if we ea. 
ask ourselves, why do nations hold monetary reserves? Why do they | 42! 
hold gold? Why do they hold American dollars? tot 

They hold them essentially to finance possible adverse positions in | for 
their payments balance. And these adverse positions are due to | Per 
changes in imports and exports, changes in capital movements, them- | J 
selves induced by changes in the business cycle, in changes in the ratio | abo 
between the prices of the things a country sells and the prices of the billi 
things it buys. $1 | 

We have every reason to suppose that as world trade grows, pay- troc 
ments imbalances will also grow, and so the need for reserves will | that 
grow in keeping approximately with the growth in trade. 196 

Indeed, if we want the free world countries to move increasingly | $2 | 
toward freedom from exchange and trade restrictions, the need for N 
reserves may actually increase as a ratio of world trade, because, as | "00 
they free their payments and their trade, the possibility of adverse | ‘| 
positions will increase. thes 

Senator Pastore. Could I ask you a question? What in your| Pay 
opinion causes this imbalance of payments? | tt % 


I realize that the chances are we are not being as panoramic as we 
should in the consideration of the risk involved by imbalance of $3.7 | lus 
billion, but isn’t this imbalance in payment caused precisely by the| 
fact that we are buying goods and paying for them and we are not | 
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selling comparably enough to liquidate this imbalance in payments? 
Isn't that the reason? In other words, we are not doing so well in the 
world market ? . 

Mr. Garpner. Well, Senator, may I take that as an occasion to get 
into my third question ? 

Senator Pastore. All right. 

Mr. Garpner. I direct you, if I may, to the table contained in my 
prepared statement. Is it before you, sir? 

Senator Pasrorr. Yes. 

Mr. Garvner. I have a chart just preceding page 12, if I am not 
mistaken, entitled “U.S. Balance of Payments Selected Periods and 
Years.” 

Senator Pasrorr. Yes. 

Mr. Garpner. What do we have there? We have a picture of the 
U.S. balance of payments for the entire decade of the 1950’s and 
included also is a projection of what 1960 is going to look like. Now, 
Mr. Chairman, not being an employee of the U.S. Government, I fee] 
I can make such projections a little more freely than my predecessor 
here. He has to come back and answer you folks if he is very far 
wrong, and I have made this on my own responsibility after consulting 
with some friends in the New York banks. 

But it seems to me a reasonable projection of what we can expect 
in 1960. I put it in because I think it is most misleading to do this 
whole exercise on the basis of 1959, which was an unnaturally bad 
year. If one looks at 1960, I think one sees that we can expect the 
balance of payments deficit to drop down to around $2 billion, which 
is still higher than is satisfactory, but certainly a very substantial 
improvement. 

Now Senator Pastore asked: “What has caused this deterioration 
in our position in 1958, 1959, and 1960, as compared with the early 
ears of the decade?” I think really the answer lies in several things. 
in the first place, the capital payments which this country has made 
to the rest of the world through military expenditure abroad, private 
foreign investment and foreign aid, has constantly built up over this 
period of the fifties. For example, if you would look, sir, at the mili- 
tary expenditure item in my table, you will see that in 1951-53 it was 
about $1.9 billion, and last year it was up to $3.2 billion, over a $1 
billion increase on that item alone. In other words, we have lost out 
$1 billion on that item alone, simply for the cost of maintaining our 
troops and bases abroad. Again, private capital outflow, in 1951-53, 
that was about $0.9 billion; in 1958 it was up to $2.9 billion, and in 
1960 it is projected at about the same figure. In other words, we are 
$2 billion worse off on that item alone. 

Now these two items alone practically explain the whole deteriora- 
tion in the balance-of-payment deficit. Again, I don’t want to over- 
simplify, but it is not simply a matter of our exports falling, it is that 
these payments we have been making to the rest of the world, these 
payments have been building up gradually. Now on the other side, 
it 1s true that our exports have not increased as rapidly as our imports. 
It is not so much that the absolute margin of our merchandise sur- 
lus—and we still have a substantial surplus of exports of merchan- 
ise over imports—it is not so much that this has hella, but that it 
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has failed to grow in keeping with the growth in these capital pay- 
ments that we have been making abroad. 

Now, Mr. Chairman, in the very excellent staff study which your 
staff presented yesterday, the statement is made on page 2 that “en- 
tering the sixties the condition of the U.S. export trade is not unlike 
that of a very large business concern which is barely managing to hold 
its own while smaller but livelier competitors are growing Dy leaps 
and bounds.” 

Well, I would have put it rather differently. I think it is a little 
bit misleading to put it that way. I should have said, rather, that the 
United States is in the position of a very successful business concern 
whose competitors had been wiped out by fire and flood. They have 
been gradually getting back into business since having been wiped 
out. Naturally, during this recovery period, our relative position has 
gotten worse, by definition, because they have been building themselves 
up again. 

Senator Yarsoroucu. What is our relative position for the last 
statistical year, as compared with our relative position in 1938, the 
year before the European war broke out, in percentages? 

Mr. Garpner. I have that figure here, Senator Yarborough. This 
is taken from the staff report of the Joint Economic Committee, 
published at the beginning of this year. It shows that U.S. exports, 
as a share of world exports, in 1958 were 17.2 percent; in 1938 they 
were 14 percent, so that our share of world trade is higher today than 
it was before the war. If you want the 1928 figure, that is 15.6 per- 
cent. 

So again we are doing better today than we were before the war. 

Senator YarsoroucH. Thank you. 

Senator Pastore. Yes, but now in that “better” you have got to 
include these two big items you are talking about, military expendi- 
tures and foreign investment. 

Mr. Garpner. Yes. 

Senator Pasrore. In that you didn’t have that factor in 1938, you 
must include it here. 

Mr. GarpNer. You certainly do. 

Senator YarsoroueH. But they are on the debit side of the ledger. 

Senator Pastore. Even so, I don’t want to discourage anybody and 
I am refreshed by these figures that you are reciting. But I am 
merely saying to you we have just gone through an investigation of 
the textile industry—I think you heard me say that—and that picture 
was a very, very discouraging one, and I am afraid unless we adopt 
certain measures that will overcome this disproportionate situation 
between imports and exports, the same fate will befall other in- 
dustries, as befall the textile industry. I do hope that we will 
some knowledge and viewpoints during these hearings that will give 
us some assistance in improving the situation. 

Mr. Garpner. I am simply trying to point out, Senator Pastore, 
that the problem is not that we have lost our ability to compete, because 
I think compared to the prewar position we are doing about the same, 
What has happened is that between 1938 and the present our com- 
petitors were wiped out from the world market picture, they have 
begun to come back to something like their prewar share, and during 
their comeback, of course, we have lost a little bit, our share, but 
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only as against the unnaturally high share we had when they were 
wiped out. | 5 au i 

What is happening is that there is being restored something like 
the prewar distribution of world markets. Now our trouble arises 
because in the interim we have gotten into the habit of making some 
substantial out-payments to the rest of the world in the form of foreign 
military expenditure and capital flow and foreign aid, which we 
didn’t make in the prewar period. 

Senator Pastore. And is it your opinion that we are going to reach 
some plateau of constancy within the immediate future, or is this trend 
going tocontinue? That is the important thing. ; 

Mr. Garpner. This is hard to estimate. I should be surprised if 
this falling off of our share of world markets which we have experi- 
enced in small degree in the last decade were to continue. I should 
suppose that these industrial competitors of ours have pretty well 
come back to their prewar vigor, and from now on it is going to be 
a pretty close ball game. 

I see no reason to suppose that we are in for a long-term decline. 
This year there is a very strong upward pressure of wage rates in 
Germany and England. If you read the Chancellor of the Exchequer’s 
speech, he is very much afraid of inflationary pressures. I think that 
our competitors in Europe are going to face increasing difficulty in 
holding their own. So I wouldn’t adopt a tone of pessimism here. 
I see no reason to suppose that there is any natural law that we are 
going to be in deficit for the rest of our natural lives, any more than 
10 years ago the people were right who thought that the Europeans 
were going to be in deficit for the rest of their natural lives. I in- 
clude in my statement a quotation from Geoffry Crowther, former 
editor of the Economist and very respected as an economist. As re- 
cently as 2 years ago he was predicting that the dollar shortage would 
go on forever; in other words, that the other countries would never 
be able to overtake the United States. 

So it shows you how precarious these forecasts are. One can’t see 
very far into the future. Now I think we are all of one mind on the 
need to increase American exports. I think we all agree on that. 
But I am simply trying to say that unless something is also done to 
make more adequate the free world’s supply of reserves, that this 
effort to increase exports is, in the long run, doomed to failure and 
will only transfer our insecurity on to other countries who must, I 
submit, ultimately look to us for help and whom we must inevitably 
help as we have had to in the past in order to maintain freedom in 
the non-Communist world. 

So I would hope that this committee would look further than simply 
closing the U.S. payments deficit and would consider how we can make 
free world reserves more adequate to free world needs. 

Now Professor Triffin of Yale has made such a proposal. Mr. Ed- 
ward Bernstein, formerly Director of Research of the International 
Monetary Fund, has also made a proposal. In view of the shortage 
of time I won’t try to summarize these proposals. In any case, tlese 
gentlemen can do it better than I can. 

It seems to me, Mr. Chairman, that what we ought to try to do in 
the years ahead is to reduce this deficit from the present $3 or $4 
billion figure down to something like $1 or $114. That would keep 
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the free world reasonably liquid. It would pump into the free world 
at a small annual rate enough reserves to make continued progress 
toward freer trade and payments possible. At the same time it is not 
beyond our capacity to sustain, provided we do a number of things 
which I have also suggested in part 5 of my prepared statement. 
One of these would be to give a gold guarantee, to give some guaran- 
tee to the holders of these dollar balances that we will not devalue 


the dollar, that we will not change the gold content of the dollar. In | 


short, to give them the confidence that they can go on increasing their 
holdings of dollars at moderate rates and that these dollars are for 
them just as good as gold. Because we will commit ourselves to de- 
liver gold if necessary at the existing parity. 

How this might be done is another question. It might require a 
delegation by Congress to the executive of the power to make such an 
international commitment. 

T also think, Mr. Chairman, we should consider 

The CHatrrMAn. We have got to have the gold to do that, don’t we? 

Mr. Garpner. Yes; we do. And I think our gold stock is ade- 
quate to do that. I mean, if you look at the reserve position of any 
domestic bank you find that they are operating with deposits three, 
four, five, six times their reserves. If any bank had the reserve posi- 
tion that the United States has in the world today, its stockholders 
would bring a stockholders suit for corporate waste. There is no 
inexorable law that a nation must have enough gold to cover all of its 
short-term liabilities. 

As I suggested earlier, the British have been operating for years on 
a ratio of 1 to3 or 1 to4. There is no law that the margin has to be 
greater than unity. After all, we have to ask ourselves: What. are 
these foreign countries going to do? Are they all going to gang up 
on the United States, these major holders of dollars! These are 
mainly countries who are locked with us into a system of alliances, 
in NATO, in the other organizations of the free world. They would 
only be cutting their own throats if they took action to embarrass 
the country in whose currency they hold a major portion of their 
reserves. This would be a self-defeating and not to be expected action 
on their part. 

Now, in conclusion, Mr. Chairman, I would also suggest this com- 
mittee look into the possibility of making use of the International 
Monetary Fund to give us more security in this intermediate period in 
which we are maintained slightly increasing annual short-term dollar 
liabilities to the rest of the world, finding some way in which the fund 
can be used to give us security, because here is an anomalous position 
that wearein. Weare running substantial payments deficits, and yet 
we are not borrowing from the International Monetary Fund. In 
fact, we have a net credit position in the Fund, meaning that other 
countries have been borrowing dollars and we haven't been borrowing 
their currencies. This indicates that something is wrong with this 
international monetary institution, whose purpose was to protect 
countries like ourselves when we face temporary deficits in our balance 
of payments. 

Now, Mr. Chairman, in closing I would just like to say this: It 
seems to me we are entering a new era in international economic re- 
lationships. I very much fear that it may come to be known as an era 
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of precarious affluence if we cannot support our domestic prosperity 
by more adequate international cooperation in finance, trade and aid. 
Unfortunately, our Government is entering this new era still relying 
primarily on policies inherited from the era that has passed. I think 
we are entering this new decade just as unprepared for the real prob- 
lems that will confront us at we were at the end of the war in 1945. 

One of the first jobs of the next administration will be to come to 
terms with this new era in international economic relationships. I 
think it should establish a national commission on foreign economic 
policy, whose duty would be for formulate programs in trade, in aid, 
and in finance, equal to the challenge of the new problems. 

For the reasons I have suggested today, this commission should 
have as one of its main responsibilities the drafting of plans to 
strengthen the international financial institutions of the free world, 
institutions which should be capable of supporting further progress 
toward growth and freedom. 

The CuHarrmMan. Any questions, Senator Yarborough ? 

Senator YarsoroucH. The ultimate answer, if this thing were fol- 
lowed through logically, on an economic basis, would be a world 
currency, for the free world, would it not be? 

Mr. Garpner. That would be the long-term objective. 

Senator YarsoroucH. Long-term, off somewhere in the indefinite 
future ? 

Mr. GARDNER. Yes, sir. 


Senator YarsoroucH. I believe I have no further questions. 


The CuArrMan. I haveno further questions. Thank you. 
Thank you, Doctor. 


Senator YarsoroueH. Thank you for this very fine statement. 
(The statement referred to is as follows :) 


THE BALANCE OF PAYMENTS AND AMERICAN Poricy 


(Statement of Dr. Richard N. Gardner, associate professor of law at Columbia 


Law School, before the Senate Interstate and Foreign Commerce Committee, 
April 25, 1960) 


Iam very grateful for the opportunity to testify in this first day of hearings 
on the U.S. balance of payments problem. These remarks aim to define the pay- 
ments problem, trace its principal causes, and outline the main directions in 
which we should seek a solution. 

Several years ago, in my book “Sterling-Dollar Diplomacy,’ I described the 
planning for postwar economic cooperation undertaken during the Second World 
War by the United States and its principal allies. I tried to show how the ambi- 
tious plans came to grief in the immediate postwar period because we failed to 
anticipate the huge job of reconstruction that was necessary and the ominous 
implications of Soviet power. Fortunately, we averted disaster for the free 
world then by embarking on the Marshall plan and collective efforts for West- 
ern defense. 

Now we have reached the end of this postwar era. Our wartime allies and 
enemies alike have recovered their prosperity, and the free world has made 
progress in developing the common defense. Meanwhile, however, new inter- 
national economic problems have emerged—the division of the free world into 
regional markets, the urgent need for development of the less developed coun- 
tries, and the dramatic shift in the international balance of payments. 

We are entering a new era in international economic relationships. I fear 
it may come to be known as the era of “precarious affluence” unless our domestic 
prosperity is supported by more adequate international cooperation in finance, 
trade, and aid. Unfortunately, our Government is entering this new era still 
relying primarily on policies inherited from the era that is past. We are enter- 
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ing the 1960s just as unprepared for the real problems that will confront us ag 
we were at the end of the war in 1945. Unless we make some drastic adjust. 
ments in our foreign economic policy we are in for serious trouble. 

The broad conclusion of these remarks is that the U.S. payments deficit is in 
large part the reflection of a world liquidity shortage; that we should begin im. 
mediately to plan for necessary changes in our international economic institu- 
tions; that, until these changes are made, we can reduce our deficit to tolerable 
proportions by certain moderate adjustments in national policy; and that the 
administration’s policy of “tied lending” is not merely irrelevant to the task 
ahead but a step in the wrong direction. 

One of the first jobs of the next administration, regardless of party, will be 
to come to terms with the new era in international economic relationships. It 
should establish a national Commission on Foreign Economic Policy whose duty 
would be to formulate programs in trade, aid, and finance which are equal to 
the challenge of the new era. In the field of finance, the Commission should 
develop plans for an international financial structure for the free world capable 
of supporting further progress toward growth and freedom. 


I. WHY WE SHOULD BE CONCERNED 


The most important new influence on American policy to emerge during the 
past year came from the most unexpected quarter. For more than a decade we 
had been worrying about the “dollar shortage”—the supposedly persistent ten- 
dency of the United States to run a surplus in its balance of payments. But 
some time last summer we woke up to the startling fact that the United States 
was running a large payments deficit. 

During the years 1958 and 1959 the excess of our foreign payments over re- 
ceipts totaled some $7 billion. This deficit was financed by a $4 billion increase 
iu foreign holdings of dollars and a $3 billion reduction in the U.S. stock of gold. 
As these lines are written we continue to run a deficit, though at a somewhat 
reduced rate, and later this year foreign holdings of dollars will surpass U.S, 
holdings of gold for the first time in American history. 

There is no question about the ability of the United States to close the deficit 
in its balance of payments. We could strike a balance by drastically curtailing 
foreign military spending and economic aid, restricting our imports and our 
private foreign investments or painfully deflating our domestic economy. But 
these measures would solve our balance of payments problem at the cost of our 
security and prosperity and that of the entire free world. 

The real question is not whether we can reduce our deficit but how much we 
ought to reduce it and how we can make this reduction without sacrificing 
policies which are vital for the achievement of our national aims. 

In the first excited reaction to the turnabout in our payments position we 
seemed in some danger of upsetting vital foreign policy programs. The ad- 
ministration started to “tie” our foreign aid spending to purchases in the 
United States. It was reported to be contemplating a drastic reduction in our 
Military Establishment abroad and deep cuts in aid to less developed countries. 
It was under heavy pressure to modify its moderately liberal trade policy. Ex- 
cept for the decision to put a “Buy American” label on Development Loan Fund 
spending however, we weathered the first winter of concern with the payments 
deficit without overturning any important elements in our present foreign policy. 

The threat to existing policies will recur, of course, if we fail to reduce the 
deficit below the high level of 1958-59. But this is not the only danger. Pre 
occupation with our payments deficit may not induce us to retreat from existing 
policies, but it might check a necessary advance toward new ones. In a world 
changing as rapidly as ours, it is a tragedy not merely to move backward but 
also to stand still. Perhaps the most serious threat posed by our payments 
deficit, therefore, is that it will smother new and creative policies now strug: 
gling to be born. 

The danger can be quickly illustrated in the areas of both trade and aid. It 
is difficult to see how the United States can cope effectively with the problems of 
the 1960’s without a major overhaul of its commercial policy. The latest re- 
newal of the trade agreements program authorized a further reduction of only 
20 percent in U.S. tariff rates, much of this nullified by the peril point and 
escape clause provisions which preclude tariff reductions causing or threatening 
injury to American producers. Thus our negotiators go nearly emptyhanded 
into this year’s tariff negotiations with members of the Common Market and 
Outer Seven economic blocs in Europe. If we want to keep foreign markets 
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open for American business and prevent the disintegration of the free world 
into harmful and uneconomic regional blocs, we will have to embark on a more 
vigorous tariff-reducing program. We may have to abandon selective tariff 
pargaining in favor of an across-the-board approach, replacing the peril point 
and escape clause provisions with a temporary program of Government aid to 
help producers, workers, and communities injured by imports to adjust to a 
more efficient pattern of production. But the adoption of these reforms will be 
impossible if we continue to run large deficits in our balance of payments. 

The need for bolder action seems inescapable also in the field of foreign aid. 
It has been estimated that an additional $2 to $3 billion in public assistance 
will be required each year from the industrially advanced countries just to in- 
erease the annual rate of growth of per capita income in the less developed 
countries from 1 to 2 percent.* Although Western Europe and Japan are now 
in a position to raise considerably their foreign aid efforts, some part of this 
total increase in aid on which the survival of freedom depends will have to come 
from the United States. But, once again, larger U.S. foreign aid appropriations 
are out of the question at the recent level of payments deficit. 

Bolder measures in foreign policy are not all that are menaced by the balance- 
of-payments problem. Policies of domestic expansion will also be threatened 
if we fail to get our payments under control. We want to accelerate our rate 
of economic growth in the years ahead not merely to keep ahead of the Soviet 
Union but also to supplement an increase of private consumption with a more 
satisfactory development of public services in health, education and housing. 
Right now our high interest rates which serve as a magnet for foreign capital 
and consequently check our loss of gold are also useful in curbing inflation. 
Over the long run, however, the rates of interest we need to spur domestic 
growth may be much lower than those needed to cope with a substantial pay- 
ments deficit. 

The conflict between domestic and international economic aims could be 
particularly acute in a recession period. In previous recessions we were free 
to spur recovery through the use of cheap money and budget deficits. In 1949, 
1954, and 1958, for example, we were able to reduce the yield on 3-month Treas- 
ury bills to less than 1 percent a year. To a large extent our recent gold loss 
represents the cost of getting out of the last recession; unfortunately we will 
not have so comfortable a store of reserves to consume in powering our ascent 
from the next one. Thus we face the same prospect in conflict between domestic 
and international stability which has plauged the free world’s great trading 
nations. We must conserve some freedom of action for future domestic con- 
tingencies by cutting the present rate of payments drain. 

Clearly we have entered a new era in which we must reckon the consequences 
of our foreign and domestic policies in terms of our international accounts. 
Our task is to fashion a dollar diplomacy which will solve our payments prob- 
lem consistently with our pursuit of prosperity, security, and freedom at home 
and abroad. 


Il. U.S. DIFFICULTIES ARE PART OF A FREE WORLD RESERVE PROBLEM 


Much of the discussion about our payments deficit has assumed that our na- 
tional interest would be served by eliminating it as soon as possible. Un- 
fortunately the problem is not so simple. The payments problem has to be 
looked at not solely from the U.S. viewpoint but from the viewpoint of the 
entire free world. 

There is good reason to believe that the free world as a whole faces a serious 
reserve problem. At the risk of some oversimplification, the point can be made 
as follows.? An expanding free world economy requires that free world reserves 
grow at about the same rate as free world trade. The principle source of 
reserves has been monetary gold. In the decade of the 1950’s, however, the 
free world gold supply (augmented by gold production and small Russian gold 
sales) grew only one-third as rapidly as free world trade. Unless another 
source of reserves had been made available, the substantial achievements of 
economic recovery that occurred in this decade would never have taken place. 





1Paul Hoffman, “Operation Breakthrough,” Foreign Affairs, vol. 38, No. 1 (October 
1959), pp. 31-45. 
*For a more detailed presentation see the testimony of Dr. Robert Triffin before the Joint 


Beonomic Committee of Congress, hearings on employment, growth, and price levels, pp. 
2905-2954 (1959). 
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Unless another source of reserves continues to be made available, further eco. 
nomic progress will founder and the free world will slip backward toward de. 
flation, devaluation, and trade restriction. 

The additional source of reserves made available in the 1950’s came from 
the deficit in the U.S. balance of payments. In the course of this decade the 
United States lost about $14 billion of reserves to the rest of the free world. 
About $4 billion of the reserve loss took the form of gold. The other $10 billion 
took the form of an increase of foreign holdings of dollars. Thus dollars be. 
came increasingly important to the free world as a source of reserves. Thanks 
to the U.S. defic:t, the rest of the world was able to emerge at the end of the 
decade with about the same ratio of reserves to annual imports as it had at the 
beginning, despite the steady expansion of world trade. 

The United States started the 1950’s with a strong balance of payments and 
reserve position, while the rest of the world suffered payments difficulties, 
Many people make the mistake of thinking, now that we have payments diffi- 
culties, that the situation is simply reversed—that the rest of the world is out 
of danger. The fallacy of this assumption becomes apparent when one faces 
the problem of a world liquidity shortage. If there are not enough reserves 
to go round, everyone may well have payments difficulties at the same time, 

With a few individual exceptions this is in fact the situation today. The 
United States has seen its gold stock shrink to $19 billion and its short-term 
dollar liabilities rise to $17 billion, continues to run a large deficit and complains 
acutely of a payments problem. The United Kingdom enters the 1960’s with 
reserves of $3 billion—just about the same level as a decade ago—giving it a 
ratio of reserves to short-term liabilities only one-third as large as that of the 
United States. The less developed countries of Asia, Africa, and Latin America 
continue, for the most part, in serious payments difficulty. Only the countries of 
Western Europe and Japan have experienced a significant improvement in their 
balance of payments and reserve positions. Yet very few of these countries feel 
sufficiently secure to abandon balance of payments restrictions entirely and ac- 
cept the risks of full compliance with the obligations of multilateral trade. 

In many respects the U.S. reserve position is strong compared to that of most 
other countries of the free world. We still have nearly one-half of the free 
world’s gold. Measured as a percentage of annual imports our reserves are far 
higher than the free world average. On the other hand, our need for reserves is 
also much greater than that of our countries. In view of the instability of our 
domestic economy, our vast international responsibilities, and the increasing use- 
of the dollar as a reserve currency, we are increasingly obliged to cultive foreign 
confidence in the dollar. Large and recurring deficits on the present scale could 
eventually destroy such confidence and trigger a massive conversion of dollars 
into gold. This would force us to trim our foreign payments drastically through 
various restrictive measures mentioned earlier destructive of free world security 
and growth. 

It would be unwise for the United States to seek to solve the free world’s 
liquidity problem all alone by continuing to run deficits of the present size. Yet 
the free world’s needs for additional liquidity will have to be met from some: 
source if we do not wish to doom the prospects for economic stability and growth, 
and continued progress toward freedom in trade and capital movements, 
The International Monetary Fund in its present form does not satisfy liquidity 
needs, since the national quotas are still not large enough to cover future con- 


tingencies and are not regarded by member countries, in eny event, as part of 


their reserves. In the years ahead we will have to find some collective solution 
to the free world’s liquidity problem. Whether this should be done by converting 
the Fund into a world central bank along the lines proposed by Dr. Robert 
triffin,® by providing massive standby credits for the world’s major reserve 
centers (e.g., the United States and Britain) as proposed by Dr. Edward Bern- 
stein,‘ or through some other institutional innovation, is beyond the scope of 
this statement. 

What is to be done while plans for a collective solution to the liquidity prob- 
lem are being translated into reality? If we continue to run a deficit of the 
present size we risk a serious financial crisis. If we eliminate the deficit, 
or convert it into a surplus, we leave the rest of the world short of liquid- 
ity desperately needed for security and growth. In this event, the United 


*Op. cit., supra. 
4“International Effects of U.S. Economic Policy,” Study Paper No. 16, U.S. Congress, 
Joint Economic Committee (1960). 
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States, as the free world’s lender of last resort, would have to make available 
continual doses of emergency credit to bail out its friends and allies. Probably 
the best compromise (though by no means an attractive one) is for the United 
States to aim at very moderate deficits in the years ahead, deficits on the average 
of about $1-$1.5 billion a year. This would feed the free world’s reserves much 
less rapidly than we have done during the last 2 years, but about as rapidly as 
we did during the 1950's as a whole. 

Annual average deficits of $1-$1.5 billion need not impose an intolerable 
strain on the United States. Various measures are suggested later which could 
minimize the risks involved and insure that the deficts were financed mainly 
through the accumulation of foreign dollar holdings rather than withdrawals of 
gold. Although it may not serve the interests of private holders to accumulate 
dollar balances at interest rates low enough to support our domestic economic 
expansion, the foreign governments and central banks who are the only holders 
in a position to demand gold and start a “run on the dollar” must act on larger 
economic and political considerations. They have every reason to agree to 
small annual increases in their dollar balances, especially since there is no im- 
mediately available alternative for increasing free world reserves. They would 
go a long way to avoid weakening the very currency in which they hold a sub- 
stantial portion of their reserves. Moreover, the United States, as the biggest 
importer and the biggest supplier of funds for free world growth and defense, 
has unequalled sanctions at its disposal to induce the cooperation of the princi- 
pal foreign dollar holders. These countries are not likely to take any action 
which would embarrass or weaken the very country on which they most depend 
for their prosperity and defense. 

Obviously this is not a satisfactory long-term solution to the free world’s pay- 
ments problem. It is merely a makeshift policy that could bring us safely to, let 
us say, the midpoint of the 1960’s. By that time we should have put into effect 
a collective international solution to the free world’s liquidity problem through 
reforms in the International Monetary Fund. With that goal in mind, it is 
none too soon for our Government to start work on specific proposals for inter- 
national action which could be presented by the United States to our partners 
in the free world. 

The problem of international liquidity is frightfully complex. But the heart 
of the argument made here can be summed up in one concrete, if somewhat over- 
simplified, illustration. The major trading countries of the free world may be 
likened to players in a great poker game. Ten years ago the United States had 
won just about all the chips, leaving the rest of the players on the verge of 
bankruptcy. In the last few years the United States has been losing some chips 
and, remembering its former position, is feeling less secure. But the other play- 
ers have not yet won enough chips to feel secure either. As a result the game 
continues to be marked by a certain degree of fear and tension and most of the 
players are hurting themselves and one another by frequent infractions of the 
rules. 

The present U.S. policy seems to be aimed at recovering the chips that were 
lost in recent years, or at least preventing the loss of any more. But this would 
only intensify, or at least perpetuate, the unsatisfactory features of the game. 
The only true solution lies in increasing the number of chips in the game, or at 
least finding ways in which the existing chips can be loaned where necessary 
by one player to another. Once this is done the game can proceed smoothly and 
barmoniously and the players can play it as it was meant to be played—accord- 
ing to the rules. 


III, CAUSES OF THE DEFICIT AND FUTURE TRENDS 


In view of our own and the rest of the free world’s liquidity needs, the U.S. 
payments deficit should be reduced to about $1-$1.5 billion a year. Will this 
reduction take place as a result of natural economic forces? Will it, on the 
contrary, be increasingly difficult to achieve? Just how strong is the tendency 
toward imbalance in U.S. payments? Before charting our new dollar diplomacy 
we have to find some tentative answers to these questions. 

Forecasting the balance of payments is a hazardous occupation—even more 
hazardous than forecasting domestic economic activity, since many more vari- 
ables have to be taken into account. But some clues to the future of U.S. pay- 
ments may be found in the recent past. 

To begin with, the events of the postwar years should warn us against jumping 
to conclusions of a permanent imbalance in world payments. Only a few years 
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ago a very considerable body of expert opinion accepted as inevitable a tendency | 


for the United States to run persistent surpluses in its accounts with the rest 
of the world. As late as 1957 Sir Geoffrey Crowther, former editor of the 
Economist, proudly reminded a Harvard audience that for 20 years he had 
preached the doctrine of “a permanent and organic shortage of dollars * * * the 
more time passes the more convinced do I become that I am right. * * * Jf 
is difficult to believe that there can ever have been another case of a country 
where the demand of the rest of the world for its products was so urgent and its 
demand for the products of the rest of the world so indifferent.” ° 

Where the experts talked of “dollar shortage” a few years ago they now debate 
the “dollar glut.””, What has happened in the interim? To begin with, our definj- 
tion of the problem has changed. In the early 1950’s, the heyday of the “dollar 
shortage” theory, the United States was already running small annual payments 
deficits. By 1953-56 these deficits were averaging around $1.2 billion a year, 
(See table below.) During these years we ran a large annual commercial sur- 
plus (i.e., surplus of exports over imports of nonmilitary goods, services and 
invisibles). But this surplus was overbalanced by increasing annual payments 
for foreign economic aid, U.S. military forces overseas, and private foreign in- 
vestment. Those who continued to talk of “dollar shortage” during these years 
tended to measure the imbalance in world payments in terms of the U.S. com- 
mercial surplus minus U.S. foreign investment, on the grounds that oversea mili- 
tary spending was temporary and foreign aid was a balancing item to finance 
the U.S. surplus. 


The U.S. balance of payments, selected periods and years (excluding military 
transfers under grants) 


[Billions of dollars] 






































1951-53 1954-56 1957 1958 | 19591 | 19603 
| average | average | 
= e ail |. io 
Receipts: | 
Merchandise exports...............--- 13. 2 14.8 19.3 16. 2 | 16. 2 18.7 
Income on investments abroad__- 1.9 | 2.4 2.9 | 2.9 3.0 3.1 
a RS ee ee ie 2.9 | 3.3 4.2 4.0 | 4.2 47 
Foreign long-term capital. ..........-- | -2 | .4 SO i aia imate: 5] .6 
Errors and omissions.........---.----- | 4 | 4 9 | .4 .9 | 7 
lead ud zk 
eS eh ees at ei 18.6 | 21.3 | 27.7 23.5 | 24.8 27.8 
Payments: 
Merchandise imports. -...-.......---- 11.0 | 11.5 13.3 12.9 15.3 16.1 
Income on foreign investments in the | | 
A ae ae eee 4 | 5 as Pe .8 1,0 
Military expenditures_............-.-- | 1.9 2.8 3.1 3.4 | 3. 2 3.0 
Cer ean se oe ci | 2.5 3.1 3.6 | 3.8 4.2 44 
Unilateral transfers. _..............--- 2.8 | 2.4 2.3 | 231 2.3 | 2.3 
Private capital outflow ___........----| 1 1.9 3,2 2.9 | 23 27 
Government capital outflow ---.--..-- 3 | 3 1.0 1.0 | 4 | 4 
ORI Ri cath cttn wh cen teed 19.8 | 22. 5 | 7.2 26.9 | 28. 5 29.9 
Balance of payments (net receipts +, net 
END Sto Ltd il cae dtocee —1.2 —1.2 | +.5 —3.4 —3.7 —21 
Met by gold exports. __.............-- oes Deg 3—.8 | 2.3 | mel 6 
Increased dollar liabilities............- 1.0 1,2 | 3 1.1 | 3.0 L5 
Sources of balance we a +; net | 
NE FP so Socccsoceccdsdiieaseones —12] -1.2| +.5 —3.4 —3.7 —21 
—— | - — a 
Saeniiies. 2 2.2 | 3.3 | 6.0 3.3 | 9 26 
cab ce eet ee 8 oe oe eae —.7 —.3 | —.9 | —1.0 —.6 
Capital, unilateral transfers....------- —3.8 —4,2 | —6.1 | —6.2 | —4.5 —48 
Errors and omissions............------ 4 4 | 9 4] 9 “3 











1 The figures for 1959 exclude the U.S. subscription of $1,375,000,000 to the International Monetary Fund. 
2 Estimated. 
3 Gold import. 


One of the reasons for the swing of opinion from “dollar gap” to “dollar glut” 
is the change in our definition of the problem. Today we no longer exclude U.S. 
foreign aid and military spending in measuring the imbalance in world payments. 
Sometime during the last few years we came to regard these as relatively per- 





5 “Balance and Imbalance of Payments,” pp. 34, 48. 
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manent items necessary to finance the growth and defense of the free world. 
With this recognition the problem changed from how the rest of the world could 
finance a troublesome U.S. commercial surplus to how the United States could 
generate a sufficient commercial surplus to finance payments for free world 
growth aand defense. Now we measure imbalance in world trade accordingly by 
the U.S. payments deficit—the extent to which the United States loses gold and 
foreigners accumulate dollar balances. 

This change in the definition of payments imbalance, of course, is only part of 
the story. The size of the U.S. deficit has increased. It was some $2 billion 
larger in the period 1958-59 than in 1953-56. The increase in the deficit resulted 
almost entirely from a decline in the surplus of U.S. merchandise exports over 
merchandise imports. This was due, in part, to some temporary adverse fac- 
tors—lagging business recovery abroad compared to recovery here; special cir- 
cumstances hampering key U.S. exports like cotton and civilian aircraft; and 
the steel strike. The elimination of these temporary factors is likely to result 
in a substantial increase in our merchandise surplus in 1960 and a consequent 
reduction in our payments deficit this year to little more than $2 billion.® 

The drop in the U.S. commercial surplus during 1958-59 led some people to 
conclude that the United States has lost its ability to compete—that “we have 
priced ourselves out of world markets.” Plausible as it seems on the surface, 
this theory is supported by very little evidence. Wage rates, wholesale prices, 
and consumer prices in the United States have all increased rather less in recent 
years than in such industrial competitors as Britain and France and at about 
the same rate as in Germany, Italy, and Japan. To be sure, our prices have 
risen more rapidly than prices elsewhere on certain commodities (some steel 
products, automobiles, and farm products under price supports). But there is 
no evidence of a substantial increase of our average export prices relative to 
the average export prices of our principal competitors.’ 

We are facing keener competition in world markets than a few years ago, but 
price changes are not primarily responsible. Thanks in large part to the Mar- 
shall plan and our other postwar aid programs, Europe and Japan have markedly 
increased their capacity to produce and deliver goods at existing prices—goods 
of high quality and new kinds of goods in anticipation of changing consumer 
demands. We have also promoted competition for our exports through the 
establishment by American companies of branches and subsidiaries overseas. 

Yet despite this encouragement of foreign competition by forign aid and in- 
vestment, our ability to compete in world markets remains fundamentally un- 
impaired. Recent studies by the U.S. Department of Commerce confirm that the 
recent drop in U.S. exports reflected difficulties—some temporary—in three or 
four big items and not a loss of markets all along the line.” Our share in world 
exports remained virtually unchanged between 1950 and 1958. Although our 
share of world exports of manufactured goods did decline slightly during this 
period, most of this can be ascribed to the recovery by Germany and Japan 
of their customary share of world markets. If Germany and Japan are ex- 
cluded from the calculation, our share of world exports of manufactures during 
1950 to 1958 remained almost exactly constant. Moreover, as of today, we 
have a larger share in world exports of manufactures than we had before the 
Second World War. 

The drop in our merchandise surplus reflects not only a drop in merchandise 
exports but a substantial rise in merchandise imports. As in the case of ex- 
ports, this increase can probably be explained less by price changes than by 
the growing capacity of our industrial competitors to deliver the goods. Prob- 
ably there has also been some shift in American consumer demand in favor of 
imports as a result of higher income levels, greater sophistication in taste, and 
increased tourism and business travel. Yet even in 1959 imports barely exceeded 
3 percent of our gross national product—the share they have held with remark- 
able consistency over the last 30 years except during the war and immediate 
postwar period. 

The evidence so far available, therefore, does not lend much support to the 
view that we have lost our ability to compete in world markets. What it does 
suggest is that the striking recovery of our industrial competitors has restored 





®See the table, supra, for a detailed estimate of the U.S. balance of payments for 1960. 

™For a comprehensive review of the data on U.S. competitiveness, see U.S. Congress, 
Joint Economic Committee, “Staff Report on Employment, Growth, and Price Levels” 
(December 1959), ch. 11. 


® Foreign Commerce Weekly, Dec. 21, 1959, pp. 16—18, 21. 
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something like the prewar shares of world markets. Our difficulty derives from 


the fact that we face the years ahead with much greater world responsibilities 
than we had in the prewar period. As a result, our payments for free world 
growth and defense threaten to overbalance our commercial surplus in the years | 
ahead by an average of some $3 billion annually. This estimate discounts the | 
temporary circumstances which made our deficit unusually larger in 1958 and | 
1959 as well as those which promise to make it unusually small in 1960. It 
leaves out of account possible adverse payments consequnces which could be | 
caused by the development of regional markets in Western Europe and Latin | 
America and the additional payments drain that might be involved if we under. 
took a much more liberal import policy and significant increases in our foreign 
aid. Our problem is to bring this anticipated deficit of $3 billion or so down to 
the $1 to $1.5 billion target outlined earlier without impairing policies necessary 
for the growth and security of the United States and the entire free world. 


IV. POLICIES FOR REDUCING THE DEFICIT 


Our next task is to sketch the main policies in a dollar diplomacy that will re. 
duce our deficit to around $1 to $1.5 billion a year. The extremes to which we 
press any of these policies will depend on whether our estimate of the size of the 
adjustment proves too low or too high, and what additional burdens in the way 
of foreign payments we may undertake by way of bolder policies in both aid and 
trade. The balance of payments is a volatile thing, and we must not ovep 
compensate for our present deficit. Otherwise the dollar shortage could returm 
as quickly as it has disappeared. 

Our dollar diplomacy should consist of the following main elements: 


1. Domestic stability and growth 


Sound domestic policies are, first of all, the ultimate foundation on which | 
our new dollar diplomacy will stand or fall. As noted earlier, we are facing 
keener competition as a result of the industrial recovery of Europe and Japan. 
If we are to finance the foreign economic and military expenditures necessary for 
free world growth and freedom, we must increase the size of our commercial sur- 
plus. To do this we must check the creeping inflation of our costs and prices, 
or insure at least that we inflate somewhat less rapidly than our main industrial 
competitors. Labor will have to show greater restraint in limiting demands for 
wage increases to increases in productivity. Moreover, our balance of payments 
should not be subjected to the strain of another nationwide steel strike. This 
underlines the need to find better ways of settling industrial disputes in basic 
industries. 





\ 





In the domestic field we particularly need a concert of government polices to | 


assure a faster rate of economic growth. Unless we achieve greater average 
annual increases in our production we shall experience growing difficulty in pro 
viding ourselves with higher levels of consumption and basic services while at 
the same time financing our defense and foreign policy and paying our way in 
world trade. We should place much greater emphasis on investment in research 
and technonolgy. Faster productivity advances will help develop large new 
export markets for the United States even with moderate increases in money 
wages. 


2. A national export drive 


Sounder domestic policies should be supplemented, secondly, by a national 
export drive. Our exporters developed some bad habits during the sellers mar- 
ket that prevailed during and after the war. We can no longer afford to take 
for granted foreign customers for American goods or regard foreign markets as 
a minor extension of the market at home. To meet stiffer foreign competition 
we have to develop new and better products adapted to changing foreign de 
mands. We must sell them more aggressively, service them better, and supply 
them on easier credit terms. 

Although the primary responsibility for staging an export comeback rests with 
the business community the U.S. Government can provide some help. It should 


® We should not be lulled into complacency by the anticipated reduction of the payments 
deficit to little more than $2 billion in 1960. During this year we are in an unusually 
favorable phase of the business cycle from the point of view of our balance of payments— 
one in which business expansion abroad is outstripping business expansion here. Moreover, 
we cannot count on the repetition in 1961 and succeeding years of what promises to be an 
extraordinarily good record in 1960 for U.S. exports of cotton and commercial aircraft. 
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support U.S. exports with short- and medium-term credit facilities at least as 
favorable as those provided by our main competitors. It should do a better job 
of informing American businessmen of possibilities for foreign sales by strength- 
ening economic and consular staffs abroad and improving advisory services at 
home. 


8. The removal of foreign trade restrictions 


The third element in our dollar diplomacy must be action to speed the removal 
of foreign restrictions against American goods. During the postwar years our 
exports have been suppressed by an elaborate network of exchange controls and 
jmport quotas, some of them expressly discriminating against the United States. 
Others, though nondiscriminatory, severely restricting our foreign trade. The 
main industrial countries of Europe and Japan which have benefited from the 
recent redistribution in world reserves can now dispense with all or nearly all of 
these controls. 

Some progress has been made in this direction. Britain, France, and other 
countries have recently announced significant liberalizations of import restric- 
tions which will help increase our exports in the years ahead. But much more 
remains to be done. We should take every opportunity in international and 
bilateral negotiations to press for the removal by countries with adequate 
reserves of their restrictions on American exports. In appropriate cases these 
countries must remove controls not merely on their imports of our goods but on 
their imports of services—e.g., tourism in the United States. Furthermore, we 
must go beyond the removal of direct controls and do some hard bargaining 
for the reduction of some of the high tariffs which confront us on many impor- 
tant export items. This is another strong reason for strengthening the Presi- 
dent’s presently inadequate tariff-reducing powers. Although further reciprocal 
tariff reduction will increase American imports as well as exports, the freeing 
of trade all around will enhance the efficacy of the adjustments we make to cope 
with stiffer international competition. 


5. The loosening of foreign restrictions on capital transfer 


The liberalization of other countries’ restrictions on imports from the United 
States should be accompanied, in the fourth place, by the easing of restraints 
on capital outflow. Even those of our industrial allies which have made some 
progress in import liberalization have done comparatively little in this direction. 
With the continued improvement of their reserve position they could give greater 
freedom to their citizens to invest abroad. With the easing of restrictions on 
capital outflow a substantial amount of European long-term capital would come 
to the United States during the years ahead through the purchase of American 
securities and the establishment of productive enterprises. The recent purchase 
by Olivetti of a controlling share of Underwood signals the arrival of a new 
area in which foreign investment can be a two-way street. Such investments, 
carried out on a grand scale, would not only reduce our payments deficit but 
would provide us with the same economic benefits which our investment abroad 
already has given other countries. 


5. Fewer incentives for U.S. private investment in advanced countries 


Fifth, we should stop our encouragement of American investment in other 
than underdeveloped countries. In view of our payments deficit indiscriminate 
incentives to foreign investment are a luxury we can no longer afford. We 
should enact the Boggs bill providing deferral of U.S. income tax on the income 
earned abroad by a new class of U.S. foreign business corporations, but only 
after amending the bill so that deferral privilege is available only on income 
which is reinvested in underdeveloped countries. Moreover, we could con- 
sider enacting a ‘“Boggs-bill-in-reverse” to take away the deferral privilege now 
available to foreign corporations in advanced countries which are owned or 
controlled by Americans. This would encourage U.S.-controlled firms in Canada 
and Europe to put their earnings to work in less developed countries or bring 
them back to the United States—thus helping our balance of payments. 


6. Greater foreign aid efforts by our allies 


Sixth, a greater share in aid to underdeveloped countries should be assumed 
by Western Europe and Japan. The increased aid efforts of our industrial 
allies should be channeled through new multilateral institutions such as the 
proposed International Development Association, now awaiting congressional 
approval. The development of OEEC into an aid-coordinating institution would 
bea further step in the right direction. 
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As emphasized earlier, however, the present level of Western aid for the less 
developed countries is still far below the level necessary to assure a rate of 
growth compatible with American and free world interests. In view of this 
fact, a larger aid effort by Western Europe and Japan must not mean a smaller 
effort by the United States. On the contrary, the United States should probably 
aim at a $1 to $2 billion annual increase in its economic development efforts 
during the next decade. 

An increase in economic aid efforts by foreign countries, therefore, will pro- 
vide no direct saving for our balance of payments. But it may help us in- 
directly. If the trend toward “untied” lending by our industrial allies is 
allowed to continue, a considerable portion of their aid may be spent on Amer. 
ican exports. It is unfortunate that we should have set our allies a bad example 
in this respect by tying the disbursements of the Development Loan Fund. 
Given liberal trade policies here and abroad the United States can expect to 
be a major beneficiary of the expansion of foreign markets that will result from 
a faster pace of development in the less-developed countries. 


7. Reduction of unnecessary foreign military spending 


The seventh element in our dollar diplomacy should consist of new efforts to 
reduce foreign military spending. We cannot place the security of the free 
world at the mercy of our balance of payments. If certain military expenditures 
abroad are necessary to assure the survival of freedom in this world, we will 
have to find the means to finance them. At the same time, our payments prob- 
lem does justify additional measures to prune unnecessary military expenditure. 

We are currently spending some $3 billion annually on troops and bases over- 
seas. By reducing some PX privileges and requiring some fraction of military 
pay to be banked in the United States we would serve the doubie purpose of 
reducing conspicuous consumption abroad by our troops and their dependents 
(a major cause of anti-American feeling) and cutting somewhat this $3-billion 
drain. 

A large part of the $3 billion in our foreign military spending goes for the 
operation and maintenance of American bases in Europe. The benefits of 
these bases are enjoyed by our allies as well as ourselves; the costs should be 
shared in accordance with capacity to pay. The same observation applies to 
the several million dollars worth of military hardware we have been shipping 
free of charge each year to our NATO allies. Payment for some of these sup- 
plies would mean a welcome increase in our export earnings. We shall have 
to move cautiously in this area to avoid political difficulties. But the diffi- 
culties involved should not deter us from beginning a collective reexamination 
of outdated formulas for sharing the burden of common defense. 


Vv. POLICIES FOR LIVING WITH A DEFICIT 


The seven policies outlined above should be enough to reduce the deficit to 
our target level of $1-1.5 billion a year. But they may take some time to work. 
Moreover, we may have to run larger deficits in some years to push ourselves 
out of future recessions and cope with other unforeseen economic, political, and 
military contingencies. Quite apart from these problems, we must be prepared 
to sustain the continuing small average deficits until such time as the free world’s 
liquidity problem is solved by a major institutional innovation. For all these 
reasons we should consider resorting to four transitional measures which, while 
making no fundamental contribution to balancing our payments, will buy time 
and give us greater freedom to maneuver. Although our reserve position is 
strong already there is no reason for taking chances. We do not want to live 
the next few years under the lengthening shadow of “dollar crisis.” 


1. Arrangements for automatic prepayment of U.S. Government loans 


First, we should explore the possibilities for the accelerated repayment by the 
European countries of loans that they have received from the United States. 
Still outstanding are several billion dollars in Marshall plan loans and special 
postwar credits such as our 1946 loan to Britain. Acceleration of loan repay- 
ment by mutual agreement would mean interest savings for the foreign govern- 
ments and substantial reductions in our payments deficit. Some prepayment has 
already taken place on an ad hoc basis. Now we might reach agreements with 
particular countries for further prepayment in the event that they accumulate 
a substantial additional amount of reserves at the expense of the United States. 
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2. Guaranteeing the gold value of the dollar 


Second, we could guarantee the gold value of the dollar balances held by for- 
eign governments. This would encourage the four or five countries principally 
eoncerned to settle their surpluses with us by accumulating interest-bearing dol- 
lar claims rather than running down our gold supply. Although gold clauses in 
private contracts have been unenforceable in the United States since 1933, an 
internationally binding gold guarantee could be given by the United States to 
other countries. Since devaluation of the dollar is in any case an inappropriate 
remedy for our balance-of-payments difficulties, we would only be commiting 
ourselves to avoid doing what we do not wish to do anyway. 


3. Elimination of the gold reserve requirement 


Third, we could eliminate, or at least reduce, our gold reserve requirement. 
Under present law, the Federal Reserve banks must hold gold certificates equal 
to 25 percent of their note and deposit liabilities. This has no effect on our 
monetary policy. But it ties up $12 billion of our gold stock, leaving only $7 
billion free for use in foreign trade. Modification of the requirement would 
have no adverse domestic effects and would provide massive additional support 
for the dollar’s international position. 


4. Use of the International Monetary Fund 


Fourth, we could make use of the International Monetary Fund. With all the 
talk of dollar weakness in the last 2 years we have continued to be a net 
creditor in the Fund to the tune of $2 billion with the additional unused draw- 
ing rights of $4 billion. This situation is absurd. It underlines the Fund’s 
practical shortcomings as a provider of international liquidity. But we do not 
have to stand idly by awaiting modifications in the Fund agreement. We are 
entitled to liquidate our present creditor position in the Fund and get a standby 
credit entitling us to exercise part of our other drawing rights at will. To avoid 
possible adverse psychological reactions we should take these actions at a time 
like the present when our payments position is being substantially improved. 


VI. SHORTCOMINGS IN OUR PRESENT POLICIES 


The dollar diplomacy outlined above may be described as the liberal-collec- 
tive—as contrasted with the restrictive-unilateral—solution to our payments 
problem. The policies are liberal in the sense that all of them, in greater or 
lesser degree, mean more economic freedom and a better aliocution of resources 
at home and abroad. They are collective in the sense that most of them rely 
for their success on harmonious cooperation with other countries. Many of 
the policies require self-discipline and sacrifice. But all of them are worth 
undertaking for their own sake, quite apart from our payments problem. 

Are we willing—and able—to employ this dollar diplomacy? The answer is 
still uncertain. We have yet to adopt most of the elements of the liberal- 
collective solution outlined above. At the same time we have embraced one 
element of the unilateral-restrictive solution—“tied lending.” Last October the 
administration announced that henceforth Development Loan Fund credits to 
underdeveloped countries must normally be spent in the United States. Later 
it confirmed the “Buy American” trend in U.S. foreign aid by declaring that 
specific capital projects of the kind presently administered by the International 
Cooperation Administration would be transferred as quickly as possible to 
DLF—and thus governed by the new policy. 

The tied lending policy has been justified as an important means of reducing 
the payments deficit. This argument will not withstand analysis. About two- 
thirds of the foreign aid to which the policy applies is already spent on our 
exports or on the exports of less developed countries heavily dependent on 
American aid. This portion represents no net drain on our balance of pay- 
ments. About one-third of aid dollars are spent by the recipients on imports 
from our industrial competitors. These doilars are lost to the U.S. only to 
the extent that our allies hoard them and refuse to respend them on American 
goods. Now that our allies have built up their reserves and have begun to 
dismantle their import controls somewhat, less hoarding may be expected to 
take place. Even on the most favorable of estimates, the tied lending require- 
ment can increase our foreign receipts by only 10 to 20 percent of the foreign 
spending to which it applies. 
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In 1960 tied lending will make practically no difference for our balance of 
payments because it does not apply to the $800 million of DLF loans already 
committed but not disbursed. In 1961, spending by the DLF might reach $660 
million. In that event some $60 to $120 million might be saved by the tied 
lending policy—about 2 to 4 percent of our present deficit. 

Two more plausible arguments are frequently made in defense of tied lending. 
The first is that it helps pacify the powerful forces who would want to apply 
much worse medicine to deal with our payments problems—quotas, tariffs, cuts 
in foreign aid and military spending. This argument overlooks the fact that 
concessions of this sort to opponents of liberal trade and aid policies rarely suc- 
ceed in their objective, but rather encourage demands for additional concessions. 
The appetitie for unilateral-restrictive measures in foreign economie policy tends 
to grow by what it feeds on. 

The second argument advanced in defense of tied lending is that it was needed 
to force our industrial allies to “finance their own export surpluses”—i.e., give 
more aid to underdeveloped countries. But there is no reason to believe we 
could not achieve the same result by persuasion in the various international] 
forums available to us. In view of the whole tendency of our postwar foreign 
economic policy, we are obliged to exhaust the possibilities of the carrot before 
resorting to the stick. 

Since tied lending has applied only to the smaller portion of our foreign aid, 
its ill effects so far have been mainly symbolic. But it has quite practical dis- 
advantages as well, which would be felt increasingly if the policy were extended 
to other parts of our foreign aid program. Being trade diverting rather than 
trade creating, the policy wastes world resources in the same way as quotas, 
subsidies, and high tariffs. By forcing the less developed countries to purchase 
in the United States even when foreign products are cheaper or better suited 
to their needs it reduces the value of our foreign aid. By subsidizing U.S. ex- 
ports regardless of price and quality it encourages the very slackness which has 
reduced our competitiveness in world markets. By encouraging our allies to tie 
their loans it could deprive our balance of payments of the benefits of their grow- 
ing foreign aid efforts. 

Tied lending is not merely a retreat from liberalism in foreign trade; it isa 
retreat from the principle of collective action. We have expended huge amounts 
of energy, time, and money over the last 20 years to build agencies of free world 
economic and political cooperation—the International Monetary Fund, the In- 
ternational Bank, the General Agreement on Tariffs and Trade, the Organization 
for European Economic Cooperation, the North Atlantic Treaty Organization, 
and many others. 

These institutions could help us solve our payments problem if we use them 
with vigor and imagination. When defenders of tied lending argue that it is 
necessary to “force our allies into financing their export surpluses” they forget 
we are part of a free world alliance. As suggested earlier, our intimate con- 
nection with our allies through bilateral and multilateral financial, trade, and 
military arrangements gives us plenty of possibilities for adjustment. Only 
when we have exhausted these possibilities, which we have not even begun to 
do, are we justified in substituting unilateral sanctions for collective negotiation. 

The tendency toward large deficits in our balance of payments may plague us 
for years or may disappear as suddenly as it has come. It will probably take 
some time to find out. Meanwhile we can solve our problems by the new dollar 
diplomacy described above—a diplomacy which is not really new at all except 
in the application of familiar principles in new and more difficult circumstances. 


The Cuatrman. Secretary Mueller has been waiting here a long 
time. We had him come back because yesterday we got into a lot of 
detail which posed further questions. 

Do you want to finish your statement or do you want to put it in 
the record ? 

Secretary Mueuier. Assistant Secretary Fisk has a short statement, 
and I would like to have him present it at this time to round out our 
presentation. 

The Cuarrman. All right. We will put your statement in the rec- 
ord, in full. 

Secretary Muetuier. All right. 
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STATEMENT OF HON. FREDERICK H. MUELLER, SECRETARY OF 
COMMERCE; ACCOMPANIED BY HON. PHILIP A. RAY, UNDER 
SECRETARY OF COMMERCE, AND HON. BRADLEY FISK, ASSIST- 
ANT SECRETARY OF COMMERCE 


Mr. Fisx. Mr. Chairman, Secretary Mueller and Secretary Ray 
have already outlined the problem facing U.S. industry in expanding 
exports on a worldwide basis. It is my job to acquaint you with the 
progress we have made to date in launching the export expansion pro- 
gram and in putting into effect its various elements. 

Secretary Mueller, at the President’s direction, has appointed a Na- 
tional Export Expansion Committee consisting of five prominent 
business leaders to advise the Department on the best means of stim- 
ulating and encouraging U.S. business to expand sales abroad, par- 
ticularly with a view toward enlisting the cooperation of all branches 
of industry, commerce, and finance heviies a role to play in inter- 
national trade. The members of the committee are the following: 

Leonard F. McCollum, president, Continental Oil Co., Chairman. 

Rudolph F. Bannow, president, Bridgeport Machines, Inc. 

Donald K. David, vice chairman, Ford Foundation. 

Arthur H. Motley, publisher, Parade magazine. 

And Morehead Patterson, chairman, American Machine & Foundry 
Co., who also is a member of the business advisory group of your 
committee. 

I will submit for the record a statement of the objectives of the 
Committee. 

(The statement of objectives is as follows :) 


U.S. DEPARTMENT OF COMMERCE 
OFFICE OF THE SECRETARY 
NATIONAL Export EXPANSION COMMITTEE 
AUTHORITY 


Appointed by Frederick H. Mueller, Secretary of Commerce, at the direction 
of President Eisenhower. 


OBJECTIVE 


Organize business to stimulate and encourage expansion of sales abroad. 

This is an advisory committee to meet with officials of the Department of 
Commerce to consider plans coordinated with Departmental programs. It is 
not an Industry Advisory Committee. 


FUNCTIONS 


1. Enlist active support of existing national and local business groups. 

2. Discover the ways in which better export trade promotion results can be 
obtained. 

3. Develop through national public service media a consciousness by business 
of the opportunities for sales abroad and the need to explore foreign markets 
how through available sources of information: Department of Commerce, 
chambers of commerce, trade associations, banks, etc. 

4. Encourage more chambers of commerce to establish competent world trade 
departments to stimulate exports. 

_ 5. Encourage industry and manufacturers’ associations to undertake export 
development programs. 

’ 6. Bring together in an annual meeting officials of organizations which are 
now carrying on or can develop effective trade promotion activities for dis- 
cussion on techniques and inspiration te.greater efforts. 
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7. As individuals, include in speeches reference to facts of overseas trade 
and speak at major business conferences to stimulate interest in export. 

8. Encourage establishment of contacts with business groups abroad such as 
American chambers of commerce, National Sales Executives International, ete. 
and initiate efforts to organize foreign country business groups such as these 
for action to promote more purchasing from the United States. 

9. Stimulate the formation of American chambers of commerce abroad to 
further promote interest in U.S. goods. 

10. Other related activities that further the objective of the Committee, 


OPERATIONAL GUIDELINES 


The Committee shall be an advisory group devoted to achieving the objective 
stated above. It can advise the Secretary of Commerce on ways and means in 
which the Government can facilitate achievement of the Committee’s objective, 

The Committee Chairman shall be a private businessman and the executive 
secretary shall be a Department of Commerce official who shall be present at all 
meetings of the Committee. 

The Committee’s headquarters shall be located in the Department of Com- 
merce, Washington, D.C. and its meetings shall be held in Washington, D.C. 

It shall meet on call of the Chairman, Vice Chairman, or any other two mem- 
bers. It shall issue minutes of its meetings. Meetings shall be subject to 
approval of the executive secretary with respect to inception and duration. 

A minimum of three members will be required for any regular meeting. 

Mr. Fisx. But I should like to summarize the principal functions 
of the group which are to advise the Secretary on ways and means of: 

1. Enlisting the active support of existing national and local 
business groups; 

2. Discovering ways and means for obtaining better trade pro- 
motion results from present and expanded trade services offered 
by the Government; 

3. Developing through national public service media an aware- 
ness in U.S. business of the opportunities for foreign sales and 
the need to explore more thoroughly sources of information 
available to business regarding foreign trade opportunities; 

4. Stimulating the formation of American chambers of com- 
merce abroad to promote interest in U.S. goods; 

5. Developing ways and means of sustaining over the longer 
term interest on the part of established firms and newcomers in 
the field of foreign trade. 

The CHarrman. Don’t we have American chambers of commerce 
now in most of the larger trading countries ? 

Mr. Fisk. There are many American chambers of commerce. 

The CHatrman. But there are many other countries which might 
have a great future trade potential in which we don’t have them? 

Mr. Fisk. That is true. What we are doing, Mr. Chairman, is 
asking the Ambassadors in each of the appropriate countries to as- 
semble a group around them, and we are suggesting that the Ameri- 
can chamber is probably the best place to start. But if there is no 
American chamber, to gather some other members. 

The CuHarmman. All right. 

Mr. Fisx. The committee has been provided with a secretariat by 
the Department. 

With the advice and assistance of the National Export Expansion 
Committee we are now organizing 33 regional committees, one in each 
city in which the Department maintains a field office. We hope that 
these committees will serve as a center for developing interest in 
efforts to market abroad goods produced in these areas. 
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Additionally, we expect these committees to bring to us the thoughts 
and requirements of U.S. business as to the information and trade 
services which they wish the Government to provide. The commit- 
tee is also assisting in the planning of a somewhat comparable effort 
to be undertaken in 15 or 20 foreign countries to organize groups of 
American businessmen doing business in those countries for the pur- 

se of stimulating the development of new and expanded opportuni- 
ties for the sale of U.S. goods. 

I should also like to sketch out briefly for you the present situation 
respecting a number of the more detailed elements of the program: 

1. Staffing our Foreign Service posts: A list of Foreign Service 
posts to be staffed with commercial officers in fiscal year 1961 has been 
developed jointly by the State and Commerce Departments. The 
posts have been selected on the basis of immediate prospects for in- 
creased U.S. exports, as well as more general considerations of a longer 
term character relating to the development of new markets for U.S. 
goods. 

The CuarrMan. Would they be new commercial attachés ? 

Secretary Muetxer. Additional. 

Mr. Fisk. Additional. 

The Cuarrman. Additional or new in a few cases? 

Mr. Fisk. At the present time there are approximately 120. We 
feel there should be somewhere between 125 and 160 more new ones, 
and also strengthen present posts. 

The CuarrMan. The State Department pays these men. Where 
does that money come from ? 

Mr. Fisk. From the money we are asking for in the supple- 
mental—— 

The CuatrmMan. This is going to be suggested as part of that pack- 
age that is coming up here in a few days. 

Mr. Fisx. That is true. 

The Cuarrman. All right. 

In the Department of Commerce alone we have received 120 appli- 
cations for assignment abroad to these new commercial positions, in 
spite of the fact that the State Department put these people on their 
payroll, many of them come to us first. In any event, we always 
screen these people and interview them and tell the State Department 
that they have our approval and State completes processing them. 

The Cuatrman. I would think there, that regardless of what we 
think about whether they should be transferred back to the Depart- 
ment of Commerce or not, the Department of Commerce should have 
a good deal more to say about the so-called qualifications of these 
people than even the State Department, who might be their immediate 
boss. And you suggest that there is that cooperation going on. 

Mr. Fisk. That cooperation does go on, Mr. Chairman, and in 
practically every event, I can’t think of any place it doesn’t happen, 
they accept our recommendation. 

The Cuatrman. If a fellow applies in the State Department he is 
not thinking in terms of being a commercial attaché. He is thinking 
in other terms. And it seems to me that these people should be pretty 
much dedicated to this sort of a career. 

Mr. Fisk. That is our feeling. 

The Coarrman. Otherwise they are going to get all mixed up, some 
of them have been. [Laughter. ] 
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Secretary Murtier. We are doing the active recruiting, Mr. Chair- 
man. 

The Cuarrman. Yes. I know, we discussed this before. I think 
until we make some decision on the other matter, this should be done, 

Mr. Fisk. It is being done, and we have no complaint about the 
way State is treating our candidates. 

Our next operation is the processing of trade opportunities and 
trade lists. 

As a consequence of the instructions which have been issued to the 
Foreign Service calling for increased emphasis on trade promotion 
work in all free world countries, there has been a notable and en- 
couraging step-up in the number of trade opportunities and trade 
lists being forwarded to the Department from all over the world, 
Additional personnel have been assigned to this work on a loan basis 
from other Seaman of our Department, and we are now making ex- 
cellent progress in handling this increase. 

Statistically, we have about a third more opportunities so far this 
year than we had last year. 

The CuatrmMan. I want to put in the record, back on that other 
point where you talked about personnel, a chart which we consider 
to be a sample career of a Foreign Service officer and the amount of 
time he spends in different jobs rather than in the commercial attaché 
business, of which he does get a couple of years in, and then he moves 
on to something else. 

(The material referred to is as follows:) 








Post Assignment Duration 
Nn oc chi his ae Basic officer course............-- 3 months, 

Bi es aargecdenkendthdutspidinndimegueneiel Language training 
neh tie i oink bic canis pinnae ae penckteaaen WY CEE at cncadecbere 3 
ee 628. cic cccionmemniceaaaehasaed Commercial assistant - -......-.- Do. 
Nis on in a wikia enamel Budget assistant. ...,...,--00<--- Do. 

Bh oc ta nanan sennade camara Language and area training - --__- 1 year, 8 months. 
i al Economic officer. ...--....--.--. 4 years. 
No 2 aac nue nnlenuncaanbeceuceaen Political assistant. ............-- 2 years. 

II aii hs dis pihaniitid ts pbiinl age atjoipednitiaied Research officer. .......----.--.-. 3 years. 

Ns Riad a as ccneatecinainiatenasiesecinaa Midcareer course.....--.-.------ 3 months. 
5 hk S55 Lh added Principal officer, consulate......| 2 years. 
cence aaa EO Cc nenne$enshnan= 1 year. 
MR er. 855s eS co cuigtbdonditencenseneas Deputy chief of mission_____---- 4 years. 

Se ak d dsie dnt ngescBoletps = serra Policy planning staff........-.-. 3 years, 





Mr. Fisk. At the present time the State Department has agreed 
with us that these commercial officers should stay on their posts for 
4 years rather than the2. That is part of this new plan. 

The Cramman. Here is a typical one: He got 3 months basic 
officer course, 3 months on a language, 2 years in Haiti as a visa officer, 
2 years in Saigon as a commercial assistant, then comes back to Wash- 
ington as a budget assistant, another year of language, then he went 
to Burma as an economic officer, then he went to France as the 
political assistant, then he came to Washington as a research officer, 
then he stayed here another 3 months for a midcareer course, then 
he went to Malaya as the principal officer in the Consulate, then they 
had him here for a year in the War College, then 4 years in Burma 
as deputy chief of mission, and now he is back in Washington on the 
policy planning staff. 
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Mr. Fisk. We plead that the men that we are suggesting for these 
posts are men who will be not only qualified, but particularly happy 
to stay in this commercial work. 

The third thing that_we have done is to see to it that the trade 
opportunities reach U.S, business firms. Obviously they are of no 
use unless we get them in the hands of the people who are capable 
of making sales. For many years we have published leads in the 
Department’s Foreign Commerce Weekly and disseminating trade 
jeads through the Department's 33 field offices. Additionally, we ob- 
tained secondary distribution of trade leads through business and pro- 
fessional trade journals, banks, chambers of commerce, trade associa- 
tions, and other outlets. We propose to increase substantially the 
distribution of these trade leads by use of new techniques in Wash- 
ington and in the field to bring trade leads more directly to the atten- 
tion of firms potentially interested in their subject matter. 

We are in the course of employing, on a “w.a.e.” as is—when actu- 
ally employed—10 experienced businessmen in various field offices 
throughout the United States for the purpose of helping to put trade 
opportunity information to the best possible use. 

he CHarrMan. Now, the trade missions would be in that field, too, 
wouldn’t they ? 

Mr. Fisk. The trade missions are abroad. 

The CuAtrman. They bring us some valuable leads and informa- 
tion don’t they ? 

Mr. Fisk. Yes; we use those in what we call reverse trade oppor- 
tunities. We have now shifted the emphasis and the trade missions 
now take with them many opportunities that can be filled by exports. 

The fourth thing we have done is to review all of the important 
meetings of business groups concerned with exports scheduled for 
this spring. Particular attention is being given to nationwide meet- 
ings to be held during World Trade Week. To the extent that funds 
are available we will have speakers present at these meetings to ex- 
plain the export expansion program and to provide details respecting 
the trade promotion services available to American businessmen. 

5. Pilot operation in two foreign posts: State and Commerce De- 
partments, with the concurrence of the posts concerned, have selected 
a in an industrially advanced country and one in a newly devel- 
oping country in order ot give maximum staff attention to the devel- 
opment of trade opportunities and to provide maximum service to 
American firms engaged in marketing efforts in these areas. We 
weren't able to do the job all over, but we were able to do this. We 
slected Dusseldorf and Kuala Lumpur for pilot operations to start 
in May 1960. Our purpose is to give maximum support in Washing- 


‘ton and in the field offices of the Department of Commerce to trade 


leads developed at these posts in order to test the maximum potential 
that might be generated by an all-out trade promotion effort. 


| A brandnew idea is our two world trade centers. Plans are being 
| drawn up to mount two world trade centers by January 1961. The 
State an 


Commerce Departments have selected London and Bangkok 
isthe locations. Preliminary evaluative comments have already been 
reeived from these posts and detailed planning is moving forward. 


| These centers will represent an opportunity to U.S. business to display 
55506—60-———7 
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their wares on a constantly changing basis for the purpose of creating 
interest on the part of foreign buyers. Our experience with these 
two centers will help us determine whether or not the plan should 
be continued and expanded to other countries. The approach is ex- 
perimental. 

7. Training: Obviously we are going to need more training to de- 
velop these foreign service officers, and we are working with the State 
Department to get that done. We are also planning on training pres- 
ent and new personnel to be assigned to trade promotion activities in 
the Department in Washington and in our field offices. 

8. Commodity-industry market studies: Our Department plans to 
inaugurate a series of commodity-industry reports dealing with spe- 
cific foreign markets for specific U.S. products. These reports will 
combine the pertinent information on foreign markets and the rele- 
vant information of a technical character of interest to U.S. industry 
in assessing the potential sales of the particular products concerned. 
A list of priority commodities and products for this new program is 
currently being developed in the Department by the Business and 
Defense Services Administration jointly with the Bureau of Foreign 
Commerce. 

9. Trade clinics: We plan on conducting trade clinics in a selected 
number of American cities for the purpose of familiarizing firms 
new to the foreign trade field with the problems and techniques in- 
volved in entering foreign trade for the first time. Our purpose in 
these clinics will be to help to dispel the aura of mystery which many 
persons unfamiliar with foreign trade believe surrounds this field. 
We hope in this way to convince American business that the complica- 
tions which attend opening up new foreign markets are not so great 
as to discourage efforts to undertake the development of such markets, 

The items which I have just listed are illustrative. In many in- 
stances we have been doing these things on a small scale for many 
years, and in other instances we are thinking of embarking on totally 
new services. As we gain experience, we shall doubtless emphasize 
certain programs, eliminate others, and modify some. 

We all know that U.S. business can do the job of competing success- 
fully in most markets of the world if it is given a chance to do so. The 
Commerce Department proposes to do everything within its resources 
to facilitate American private business in thisendeavor. The program 
to be successful must be sustained over a period of years, and in fact, 
the U.S. Government and U.S. industry must come to appreciate 
fully that foreign markets are just as vital and significant to U.S. pro- 
duction and employment as many domestic markets. 

Thank you, Mr. Chairman. 

The Cuatrman. Now I just have some brief questions here. Some 
of them have been answered by your statement, but aside from the 
proposed two pilot trade centers abroad, what, if any, concrete new 
trade promotion activities are envisioned in the program ? 

Mr. Fisx. Perhaps one of the most outstanding is our intent to 
change the emphasis in the trade fairs which up to this time, as you 
undoubtedly know, have been very important in selling the image of 
America and the fact that the products of the free world are a good 
thing to have, without any particular attempt to sell them. We are 
starting in Vienna subleasing space in the American pavilion to 
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American business. It has been accepted very well. Last week all the 
space was rented out for the affair going to take place in September. 
We will have American businessmen there who will actually take 
orders on the spot. The trade mission thing we have mentioned 
earlier. We have shifted the emphasis from imports to exports. 

The CuarMan. On the question of training, we have discussed 
that. I can assume, at least I have come to the conclusion that the 
overseas commercial officers are not now getting the kind of training 
we would like to see. 

Mr. Fisk. The State Department agrees with us in that, Mr. Chair- 
man, and therefore we have set up this new training program. When 
it was a matter of a 2-year stint it was not as important. Now that 
we are selecting FSO’s for 4 years and FSR’s for 5 years, we feel 
they must have more training and we are working on that today. 

The Cuarrman. What about the trade centers, are they going to be 
stafted by Commerce Denartment personnel ? ; 

Mr. Fisk. By Commerce Department personnel. The expense will 
be shared with the State taking care of the housekeeping and the 
Commerce taking care of the personnel and exhibits, and so forth. 

The Cuatrman. Then I understand your intention is also to shift 
some of the primary purposes in the trade fairs ? 

Mr. Fisk. Yes. 

The Cuatrman. Shift the purposes to this primary purpose? 

Mr. Fisk. That is true. 

The CuarrMan. Rather than just an exhibition ? 

Mr. Fisk. We can do this in all trade fairs. Our guidelines on the 
trade fairs are, of course, to combate the Communist offensive. So 
that in places like Kabul and in Pnom Penh and those places we will 
still continue to work on the general picture of America. But in 
places like Vienna, Milan, Barcelona, we will do our best to actually 
sell American products, which is what trade fairs are set up for. 

The Cuatrman. Now if these so-called permanent trade centers 
work out, it looks like it is a good investment. I suppose we should 
be careful where we go into trade fairs and where we build a place 
for our exhibits so that we shall be able to negotiate with the gov- 


_ ernments to keep the place for our use. 


Mr. Fisk. We have another plan that I did not mention, which 
isin certain of the important trade fairs where we know business can 
be done, such as Milan, Paris, and so forth, to set up a permanent 
trade center in those fairgrounds so that whether or not we have 
money enough for an exhibit in a given year, at least we will have 
businessmen present who can talk about doing business with the 
United States. I think that is somewhat along the line of what 
you suggested. 

The Cuarrman. I don’t think we would have too much trouble, if 


we went in with other governments, in being able to keep some of 
our facilities for this kind of thing. 


Mr. Fisk. Oh, no, that is understood. 


The CuatrMan. That is, if we told them in advance that that is 
what we would like to do. 


Mr. Fisk. That can be done. 
The Cuairman. I think they probably will. 
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Now, the record, as I understand, shows that the export credit. pro. 
gram already has been inaugurated by the Export-Import Bank! 

Mr. Fisk. That is true. 

The Cuatrman. I suppose you haven’t been able to evaluate too 
much of the results yet, but the machinery has now been set up. 

Mr. Fisx. There have been no results in that I think it doesn} 
start operation until May 2. 

The Cuarrman. Right, I think it is this next month. 

Now, Secretary Mueller, I think we ought to, in view of the fag! 
that we have gone into this matter of independent Foreign Com. 
mercial Corps, under the Department of Commerce, and this prob. 
lem of personnel, you ought to put in the record—I think you hay 
on other occasions—to what extent the Department of Commerg 
now has any supervision or control over foreign service personnel en-| 
gaged in trade promotion. 

Secretary Muretiter. May I makea statement at this time ? 

The CuarrMan. Yes. 

Secretary Muetier. To me, the important job before us is to get 
going on this export expansion program. We have devoted ou 
primary energies and effort in this program since last fall. We an! 
now ready to go forward with it as soon as Congress approves ani 
provides the necessary funds. The present regular appropriation bill| 
now in conference, if favorably acted on, as the Senate has approved, 
will enable us to continue the recruitment and processing of urgently 
needed, qualified personnel for immediate availability on July 1. We 
have worked out with State and Budget what we believe to be ef. 
fective plans for using the present Foreign Service setup to do the 
necessary oversea work involved in this program. To make am 
changes now or even to take the time to think about plans for such 
changes would dilute doing our main job, getting the export ax | 
pansion program on the road. | 

Export trade promotion is now a matter of national policy, not only | 
of concern to the Commerce Department, but also of concern to the 
entire executive branch. The job can and will be better done through | 
a cooperative effort of all departments. 

The Cuarrman. Off the record. 

(Discussion off the record.) | 

The Cuarrman. No matter what we say, and maybe your contention | 
is that we haven’t got to do this now, but I think the record shoul | 
show that this is an abnormal situation, in view of other agencies with | 
foreign operation personnel: Agriculture, ICA, USIA, Treasury De | 
partment, and many others. It is an unusual situation in our Gover 
ment and something I think we are going to have to look at very car 
fully. 

Now, another question: In your report on S. 3201, which proposes: 
travel office, I want to read what the General Accounting Office said: 
This bill would thus establish an essentially independent agency within the De 
partment of Commerce concerned with a significant phase of domestic and foreig 
commerce. As it is the function of the Department of Commerce to foste 
domestic and foreign commerce, the establishment of the proposed Office of It 
ternational Travel and Tourism would apparently have the effect of dividing ® 
sponsibility and authority for activities relating to the promotion of commert 
We therefore suggest for your consideration with a view of achieving more effe 
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tive coordination in administration that the activities of the Office of Inter- 
national Travel and Tourism be made subject to the general authority of the 
Secretary of Commerce. 

Do you agree with that? 

Secretary Muruier. That is our position. I agree with that. I 
don’t know whether you have our report before you, sir. 

The CuarrMan. Doesn’t this same argument apply to the present 
division between the State Department and the Commerce Depart- 
ment ! 

Secretary Murtuer. Well, yes. In other words, we do not believe 
there should be divided responsibility, and I believe that your bill did 
not—the bill that you introduced, sir, did not really intend that, 
anyway. 

The CHatrMAN. No. 

Secretary Mue.ier. You intended to have more emphasis on foreign 
tourist trade with this country. 

The CuarrMan. And in this case we are dealing with setting up 
something new. 

Secretary Murtier. That is right. 

The CHAIRMAN. In the other situation we were dealing with some- 
thing that is now there and requires a little bit more beefing up. 

Secretary Muruuer. If I may say, we have tried for 2 years to 
obtain more funds for the specific purpose, and have so far failed to 
impress the Congress with the desirability. 

The CuarrMan. Any questions? The Senator from Texas. 

Senator YarBoroucu. Yes. 

The Cuairmayn. First, I want to make this statement. Of course, 
this is all newly stepped-up activity. 

Secretary Murtter. That is right. 

The CHarrMan. It has been caused by—regardless of what the wit- 
nesses say as to whether the future looks rosy or not—it is caused by 
a good hard look at our present situation. 

Secretary Muetier. Right. 

Mr. Fisk. Yes. 

The Cuarrman. And if the future is rosy, then it is because we have 
done something about it. I don’t see how it can be if we don’t, and this 
is part of it. 

o ahead. 

Senator YArBoroucH. Mr. Secretary, you have a statement in here 
that it is the Government’s function in a free enterprise economy to 
help the private businessmen, and there is reference in your statement 
and in the statement of Mr. Fisk and Mr. Ray’s statement yesterday 
about these different steps, the things being done. Now, does the 


| President’s message here, Document 359, include all of the steps, every- 


thing that is being done to step up or help this trade? Does that rep- 
resent the entire program ? 

Secretary Murnter. Well, the President’s direction to us, his memo- 
tandum to Congress, outlined what he desires in a broad general treat- 
ment. It is up to—and I think it is indicated in there that the Secre- 
tary of Commerce is charged by him with the responsibility of carry- 
nt the program under that general objective. 

nator YarsoroucH. I believe, Mr. Secretary, your statement was 
that we should have scores of Department of Commerce experts to give 
American businessmen assistance. Now, this staff study here, in a sec- 
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tion “Inadequacy of the Staff,” on page 13, shows that there are pres- 
ently a total of 113 commercial positions in the Foreign Service and 
that they are scattered among 79 separate posts. Do you think that js 
enough positions / 

Secretary Murtter. No; we do not. But I think there is some con- 
fusion. In our discussion we are talking about our own commerce 
employees in this country who are assisting. I think the reference 
that you made in my testimony or my statement—— 

Senator Yarsoroucn. You are referring to those in this country? 
Secretary Murturr. Yes. ; 
Senator Yarsoroven. What do we have overseas? You have only 
115% ‘i 

Secretary Muetuer. Yes. 

Senator Yarsoroucu. How does that compare with Japan, West 
Germany, and Great Britain?) What kind of staff do they have over- 
seas ¢ 

Secretary Muetier. I must say they have many more people over- 
seas in their foreign posts than we have. Yes. Mr. Fisk tells me that 
Great Britain has 50 here in the United States, 50 commercial officers, 

Senator Yarsoroucnu. To promote sales of British goods alone? 

Secretary Murtier. Right. I believe in England, in London, we 
have about five or six. Now that shows you the relative importance 
that our Government has attached to commerce and that England has 
attached. 

Senator Yarsoroucn. Do you have any figures on how many West 
Germany has abroad? How many commercial officers ? 

Secretary Murtier. I do not. We can get those figures. 

(The Department of Commerce subsequently furnished information 
to the effect that West Germany maintains 80 commercial officers in 
32 countries.) 

Senator YarsoroucH. Would you supply them for the record? 

Secretary Murtier. And introduce them in the record. I think 
it would be desirable. 

Senator Yarsoroucu. On page 16 of the staff’s study there isa 
list of 12 departments of the Government and the number of agents 
they have abroad. That is, our Government. 

Secretary Murtuer. Yes. 

Senator YarsoroucH. In comparison consider the small number 
of people who are engaged in these commercial positions to try to sell 
American goods. I take it from the recommendations in Mr. Ray’s 
program that he filed here yesterday, these commercial attachés would 
be left under the State Department ? 

Secretary Muetier. Well, under the present setup—— 

The Cuarrman. They are stepping up their own, too. 

Secretary Muetier. Yes. 

Senator Yasoroucu. You are stepping up your own overseas? 

Secretary Murtier. Not overseas, we have none overseas. We are 
stepping up our own in this country. We are recommending and 
the State Department is cooperating in stepping up their foreign 
service officers, so-called, in this area. 

Senator Yarsoroven. Do you join in the recommendation that— 
I understood Mr. Ray to say yesterday—that this be left under the 
State Department overseas. Do you recommend that you have your 
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own commercial representatives overseas directly responsible to the 
Department of Commerce? 

Secretary Murtirr. Senator, as I just—as I said, the time is too 
short to try to effect a change of that character, which would be quite 
a change administratively, and rather than take the time now to do 
that, we would rather work within this framework and consider that 
problem that you indicate later. 

Mr. Ray. Could I inject this one further word, Mr. Secretary ? 

Secretary Murxuer. Sure. 

Mr. Ray. It has become apparent to me at least that in order for 
a dramatic magnified export expansion program to succeed we need 
to think not merely of these identified commercial officers, 1 think 
the testimony this morning shows the trade picture permeates de- 
partmentally and throughout our embassy. We hope that the Am- 
bassador himself will make this a No. 1 priority; that we have, we 
think, enlisted the entire structure of Foreign Service. And when 
we say that the Department with ourselves ‘will step up, will more 
than double the identified commercial officers that will remain on 
duty for 4 or 5 years and receive specific training and be drawn 
from the business community, we don’t w ant to exclude by saying 
that the fact that we believe that the economic officers and the Ambas- 
sador himself must respond to this policy in order that it succeed in 
the fullest measure. 

Senator YarsorouGu. I just noticed in the report of the staff, that 
in Africa, with all of its rich trade and investment potential, we are 
represented by a meager allotment of four commercial officers on the 
entire continent. We must have more television cameramen than that 
over there taking pictures. [| Laughter. | 

I think that sentence alone illustrates the little attention given to 
this matter governmentally, where we have only four for the entire 
continent. In view of the lateness of the hour, Mr. Chairman, I 
forego any further questions. 

The Cuatrrman. Yes. Of course, the U.S. Information Agency has 
1,123; International Cooperation Administration, 4,217; the Treasury 
has more people overseas than we have—out chec king on our gold, I 
guess. [Laughter. | 

All right; I don’t have any further questions. We will leave the 
record open for anything else. I do want to say this, that members 
of this committee and some other people who have unofficially repre- 
sented this committee in checking on this problem in the last 2 years 
have found that these commercial attachés with the State Depart- 
ment are actually eager to do something. They want projects. They 
want to get busy. Some of them feel that they aren’t doing as much 
as they can do or should do. 

Secondly, any time we go into these world trade conferences or 
we go into GATT, or we go into anything that the other countries 
are involved in, other countries will have maybe 10, 12, or 20 times 
the experts that we have. 

We start out at quite a disadvantage. Maybe that is why we trade 
somany horses for rabbits. This might help. 

So we look forward to seeing how the program comes along being 
as helpful as we can. We w ill leave the record open in case of any 
further testimony. 
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Off the record. 

(Discussion off the record.) 

The CHarrman. The committee will recess until this afternoon, 
The chairman cannot be here because I have an important job down 
in the conference committee at 2 o’clock, but other Senators will be 
here and we will take as many witnesses as we can this afternoon. We 
will recess until 2:30. 

(Whereupon, at 12:37 p.m., a recess was taken to 2:30 p.m.) 

(The testimony subsequently received from Mr. Henry Kearns, 
Mr. Charles Taft, and the Hon. Samuel Waugh, and the letter from 
the Honorable Douglas Dillon appear at this point in the record inso- 
far as they pertain to the general subject of trade expansion. ) 


STATEMENT OF HENRY KEARNS, FORMERLY ASSISTANT 
SECRETARY OF COMMERCE 


(Given on April 29, 1960) 


Senator Pastore. Mr. Kearns, will you take your place at the table, 
please ? 

Mr. Kearns. Yes, sir. 

Senator Pastore. Let me say we appreciate your cooperation in 
allowing your testimony to be deferred to today. 

I understand you were scheduled for last Monday. 

Mr. Kearns. Yes. Thank you very much. 

Senator Pastore. The present chairman has had quite a bit of con- 
tact with Mr. Kearns and has always found him to be a delightful 
personality, even though at times we have had disagreement. 

Mr. Kearns. I have a brief statement of exactly 12 minutes. IfI 
could sort of lay the groundwork, then open myself up to questions. 

Senator Pastore. In other words, you prefer not to be interrupted! 

Mr. Kearns. Well, at your pleasure. 

Senator Pastore. All right. 

Mr. Kearns. I am glad to have the opportunity to accept your gen- 
erous invitation to appear here today. It is obvious from the agenda 
of the study in which you are engaged that you are covering one of 
the most important aspects of America’s future. The national export 
expansion program presented by representatives from the executive 
branch most certainly deserves the fullest possible review from your 
important committee. 

Because of the part I had the opportunity to play in the develop- 
ment of the export expansion program, I am happy to offer my 
services to your committee in relating detailed factors leading up to 
the development of the program and the results of my personal exam- 
ination of America’s posture in world trade. Even though I have 
now returned to private life, the background experience and informa- 
tion is, I believe, still fresh in my mind and available to you. 

As the chairman knows, I served in the capacity of Assistant Sec- 
retary of Commerce for International Affairs during a period of some 
33 months ending last March 13. Nearly 3 years seemed like a long 
time to me, short as it may be in a person’s full life, and I am tol 


4Mr. Kearns testified before the committee on Apr. 29, 1960. The bulk of his testimony 
has been transposed, however, because of its subject matter, to this volume. 





that 


oo ww + 


)- 


e, 


in 


n- 


FI 
d! 


pni- 


da 


ort 
1ve 
ur 


Op- 
my 
» to 
um- 
ave 
ma- 
Sec- 
me 
on. 

‘ol 


mony 


FOREIGN COMMERCE STUDY 101 


that I held that office longer than did any of my six immediate pred- 
ecessors. When I resigned because of personal business commitments 
in California, I could look back on three distinct eras and a separate 
interest which intertwined those three eras. 

The first was our rather lengthy work in connection with the passage 
of the Trade Agreements Act. At that time exports were moving 
strongly; in fact, the total value of our exports in 1957 established 
anew record high. The Trade Agreements Act, as you are well aware, 
is the very cornerstone of America’s world trade. Without the mech- 
anisms established by the act, our manufacturers, workers, or traders 
would find it impossible to vigorously pursue the sale of American 
goods abroad upon a reasonable and continuing basis. Without the 
act, our trading partners around the world would be unable to estab- 
lish long-term trade relations that do result in ever-increasing trade 
opportunities for this country. The uncertainties and the complexi- 
ties of international trade are such that we, the world’s greatest trading 
nation, must pursue policies that are constant, understood, and con- 
siderate of buyers and sellers both here and abroad. 

For these and other reasons the passage of the Reciprocal Trade 
Act of 1958 was a necessity and deserved vigorous effort. One of our 

urposes in pressing for the enactment for the trade agreements legis- 
ation was to make certain that other countries could sell their prod- 
ucts in the United States in order to generate the foreign exchange 
necessary to continue their large purchases of American goods. 

The second era was a period of extensive work in the field of private 
investment. President Eisenhower had said: 


Through increasing two-way international trade and stimulating in every 
practical way the flow of private investment abroad we can strengthen the free 
world, including ourselves, in natural and healthy ways. By so doing, we can 
lessen and ultimately eliminate the heavy burden of foreign aid which we now 
bear. 

It was our goal to devise ways and means by which the flow of pri- 
vate investment abroad could be facilitated and by which the economic 
climate in other countries, particularly the newly developing coun- 
tries, could be made more attractive for private investment. It is my 

rsonal belief there is no better way to develop understanding and 
aith in our competitive enterprise system than private investment 
where other peoples learn by example that increased standards of 
living and personal aspirations best can be achieved the free enterprise 


way. 

The separate interest which seemed to be intertwined in these two 
eras, as well as the third which I shall discuss, was the encouragement 
of international travel. This is a fascinating subject, and it is one 
which has heretofore been an untapped potential for economic growth 
and better international understanding. Of course, as the committee 
will find in these hearings, there has been a substantial increase in inter- 
national tourism during the postwar period. Since 1946, there has 
been a 340-percent increase in the dollars spent abroad by American 
tourists alone. But the explosion, as some people call it, is like the 
report of a cap pistol compared with the tremendous growth possi- 
bilities in the next decade as more and more people of other countries, 
too, hit the travel trail. 


_Now, the third era of my tenure in office was dedicated to the expan- 
sion of U.S. exports. 
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Toward the latter part of 1958, it became evident that total exports 
were slipping somewhat beyond what normally might be expected 
following the unusual circumstances leading to the 1957 alltime highs, 
World customers were moving from a sellers’ market to a buyers’ 
market, and U.S. sales abroad were bec oming more contingent upon 
competitive factors than upon dollar availabilities. 


All of this— 


as I said in my testimony before a subcommittee of the House Com- 
mittee on Ways and Means on December 1, 1958— 

points to the necessity for a much more aggressive, imaginative, and practical 
effort by both private interprise and Government, and a drastic revision in our 
national attitude toward exports, if we are not to lose markets and suffer a re. 
duction in our economic strength, jobs, and business opportunities. 

Following that testimony, I had the opportunity to travel through 
several countries in E jurope with Congressman Hale Boggs and mem- 
bers of his Subcommittee on Foreign Trade Policy. Then, in the 
following January and February, in conjunction with my participa- 
tion as chairman of the U.S. delegation to the meetings of the Com- 
mittee on Industry and Natural Resources and the Committee on Trade 
and Trade Development of the Economic Commission for Asia and 
the Far East in Bangkok, I made on-the-spot investigations of trade 
conditions in Greece, Pakistan, India, Thailand, Singapore, Hong 
Kong, and Japan. 

On the basis of these inspection trips, and other information avail- 
able through Foreign Service communications, Department of Com- 
merce studies, and the like, certain conclusions were inevitable. 

First, of course, there are some outstanding examples of vigorous 
and effective Yankee trading but American businessmen, generally, 
were not devoting the necessary attention to the salesmanship de- 
manded by the ever-increasing strength of the competition of mer- 
chants from the other industrialized countries. 

Second, our Government facilities, particularly those overseas, were 
woefully ‘inadequate to give the American businessman the kind of 
unpinning he needs to deal successfully in foreign markets. 

Third, the talk in the United States about our pricing ourselves out 
of world markets produced a psychological reaction overseas which 
was extremely harmful to sales of American products. With many 
leading Americans saying that the U.S. prices were too high, many 
potential customers abr oad began looking for other sources of supply 
without even trying to find the facts as to whether our goods were 
competitive. 

It was a responsibility of my assignment to try to alert the business 
community to the actions it would have to take if we as a Nation were 
to continue as the w orld trade leader, and with some success. I also 
tried to counter the “pricing ourselves out of the market talk” with 
optimism, but never failing to state, however, that while I did not 
believe that we had priced ourselves ‘out of the market yet, wage de- 
mands not related to productivity, price increases not related fully to 
costs, and Government spending beyond income could lead us on an 
inflationary spiral that could soar far beyond the expectations of our 
rivals, 
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In the fall of 1959 it was obvious that a detailed examination of the 
world marketplace was necessary to get the facts regarding our com- 

titive position, the actions of our competitors, “and to evaluate 
potential markets. Secretary of Commerce Mueller agreed that I 
should make exhaustive examination trips to Europe, South America, 
Africa, and the Near, Middle, and Far East. 

I found that commercial activity and facilities were of extremely 
jow priority and effectiveness. I found that some Government officials 
were totally untrained and inexperienced, even if the desire were there, 
at giving wise counsel to American businessmen as they traveled 
abroad. I found that single foreign-owned agencies were handling 
products for as many as ‘50 American companies, some competing 
with each other, and some competing with foreign-produced products 
handled by the same agency. I found trade - missions from other 
countries touring with order books in their hands. I saw foreign ex- 
hibits in international trade fairs with one definite design—to sell the 

oods of their countries. 

All of this led me to submit in September 1959 the following ten- 
point program for increasing sales of U.S. products abroad for con- 
sideration by the Executive Br anch: 

1. Strengthen our foreign commercial service of the United States— 

(a) By increasing the number of commercial officers serving 
abroad. 

(6) Improving the training and selection of officers, insuring 
to the greatest degree possible that they have the desire and 
know ledge for increasing sales of goods. 

(c) Preparation of instructions for posts abroad which should 
clearly spell out the importance of U.S. sales in furthering our 
political and economic objectives. It should be emphasized that 
this is not a secondary matter but one of maximum urgency. 

(2) To improve radically the means of communic: ition between 
commercial officers abroad and the Commerce Department for dis- 
semination of useful information to the business community. 

2. The Commerce Department and other agencies to improve their 
communication of trade information to the business world. This in- 
cludes the methods of publicizing business opportunities and of mak- 
ing the available services known to the potential exporter. 

3. Launch an aggressive and substantial program to convince 
“business” that export trade is essential, profitable, and can be in- 
creased in volume. This program should be aimed at secur ing parti- 
cipation by many more American businesses. 

4. Revise the policy of our trade fair exhibits, emphasizing the 
sale of American products to a much greater degree 

5. Revise the policy of direction “for our trade mission program 
with the purpose of making the principal objective that of increasing 
the sale of American products. 

6. Study the adequacy of our air and sea transportation facilities 
to insure the maximum possible benefit for the shipment of American 
est the most favorable rates. 

. Study credit availabilities and terms to determine if private 


ake will be adequate or if the Government must provide additional 
credit facilities. 
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8. Emphasize on every occasion the need to keep our competitive 
system in full play, pointing out that world competition must affect 
the prices of our products just as domestic competition does. Our 
products must be offered to the world markets at competitive prices 

9. Continue effectively to remove discriminations in artificial trade| 
restrictions with every device possible. : 

10. Adopt a national policy giving credit to American products ag 
being the finest in the world. 

The committee is familiar, I know, with the events following the| 
submission of this program. An Interagency Export Promotion 
Task Force was established to work out such a program. I chaired) 
the Interagency Steering Group which prepared the substance and| 
details of the program. The President launched the program on| 
March 17. And your committee now is giving the program the care. 
ful scrutiny the country demands of its legislators. 

If I can be of assistance to you in your examination, I should be| 
pleased to answer any questions you may have, in any one of the| 
aspects. I have had the opportunity to read your staff report, which | 
I believe is an exceptionally fine work and one that has combined | 
thorough examination and an objective viewpoint of this subject. | 

Senator Pastore. Mr. Kearns, first of all I want to congratulate | 
you for a very fine statement. I have had private talks with you 
on humerous occasions with regard to this very important problem, 
Let me ask you this question: You have made an extensive study 
abroad, and I think you have come up with some fine suggestions. | 
know how you have felt about the extension of the Reciprocal Trade 
Act, and I want to say very frankly to you that I voted for it. Ibe 
lieve it is absolutely necessary. I am afraid that if much of that was 
returned to the Congress in fixing tariffs and what have you, we 
would run into economic chaos in this country. I think it has tok 
delegated to the administration. 

But the thing that bothers me is that while we have encouraged 
the extension of the Reciprocal Trade Act, we haven’t been as vigor. 
ous and as alert in doing the things that you have suggested. | 
think this has to be worked both ways. If we are going to argue that 
exports depend in a great measure on the quality and on the quantity 
of the imports, and that one hand has to wash the other, it strikes me 
that why have we delayed so long in doing the things that have to 
be done to fortify our representations abroad, to do these very impor 
tant things that have to be done if we expect to sell American prod- 
ucts in foreign markets ? 

Now, I realize that you came up with this Interagency Committe, 
this task force. But I mean, is that another committee that meets 
on the third and fourth and fifth echelon, or is this really an impor 
tant committee that is a little more than just an eyewash as to what 
needs to be done in order to encourage these foreign countries to the 
effect that there is still American ingenuity and American products 
can be sold abroad, even though the prices may be higher? 

Is this just another eyewash, or a serious attempt to sell Americai 
goods abroad? I will tell you frankly, I think they need a little more 
than an interagency committee. I think these fellows can sit dow 
and come up with some concrete examples. They don’t have to met 
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for a year or two before they come up with a program that should 
ive us Some encouragement. ae 

Now since this interagency task force was initiated, what have we 
done abroad to staff our Embassies with men who understand the 

roblem and can give the American businessman the information 
that he needs to sell his goods abroad? What have we done in a 
concrete way ? : 

Mr. Kearns. First, if I may make the remark on your observation, 
which is certainly correct, we were preoccupied for a long time, up 
until a year or so ago, with matters other than increasing exports. 
We were living in a very comfortable sellers’ market. The world was 
buying from us to the extent of its dollars available and we had very 
little competition worldwide, and things did not appear that we had 
to make much effort in this line. 

All at once we found that this pattern had changed, that we had 
competitors in the world that were producing goods similar to ours, 
in many areas of the world the dollar shortage had disappeared. 
Then you have a different cast of characters. You have entirely a 
different picture to look at. 

While the Interagency Committee, by itself, probably will not sell 
any goods, I believe that the program that is presented which shows 
the part that the Federal Government can and should do, can ex- 
pedite the sale of American goods abroad by private business. The 
thing that I am impressed with 

Senator Pasrore. Yes, but to this point it is just a cliche. I have 
been talking with you about this problem from the day you were 
appointed. You come here this morning and you boast mghtfully 
that you have occupied this job longer than anybody else. You know 
all this, gathered all this information, but now you have quit us. That 
is where we stand. The man who was pushing this is now gone. And 
we are in a vacuum, possibly, all over again. That is the trouble with 
us. We get these things started, get a lot of people educated, get a 
lot of people to accumulate the experience, send them abroad, to pick 
up all this information. Now we have an interagency committee, but 
we haven't got Kearns any more. 

Mr. Kearns. As you well know, this is not a one-man proposition, 
by any means. I happen to have had the assignment to have taken 
more interest in it than anyone else. but there are many, many people 
who are more capable and more informed than I am. 

But there are certain things that must be done if we are to really 
meet the competitive situation today. Our Government must be pre- 
pared to give service that is in some way comparable to the other 
countries that are in world trade. 

Senator Pastore. Specifically, what kind of service do we give? 

Mr. Kearns. In the first place, we must strengthen the Foreign 
Commercial Service, so that we have people abroad who know how to 
assist in the sale of goods, who know how to identify possibilities 
of sale, markets; who have the knowledge to transmit information 
back to potential sellers and to assist sellers, if necessary, on the ground 
abroad. 

Senator Pastore. All right, now do you need an interagency com- 
mittee to come up with a program on that, or don’t you think that is 
the responsibility of the Secretary of Commerce? Couldn’t he come 
up with that program within a week ? 
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Mr. Kearns. We have the program. It is now presented, and the 
mechanism to make it work is now available, and we hope that the 
Congress will provide the funds necessary so that it can be done, 
This is really where the picture is right now. 

Senator Pastore. You mean you ‘don’t need any legislation for this? 

Mr. Kearns. Not to str engthen the Foreign Commer cial Servi ice you 
don’t need legislation. You ineed money, more than anything else. 

Senator Pastore. In or der to get our representatives : abroad to give 
us the activity that we need, in order to dev elop greater exports on 1 the 
part of the United States, you say that this is a function that can be 
done by just adding a little more to the appr opriation 

Mr. Krarns. There has been a change in emphasis on the impor- 
tance of commercial work abroad because of this interagency work, 
and I believe that with the additional appropriations, and the change in 
emphasis, that a great improvement can be experienced. 

Now, I don’t believe that this will be adequate over the long run to 
do the job completely. I believe that the program that has been pre- 
sented will make a tremendous increase in our sales. I believe that it 
should be supported and nothing should be done to interfere with it, 

Senator Pastore. Let me ask you this question, Mr. Kearns. Geta 
little specific here: Who is the one man in the U.S. Government that 
is responsible for doing this, in your opinion ? 

Mr. Kearns. Well, I would think the Secretary of Commerce would 
be. 

Senator Pastore. You know it is the Secretary of Commerce? 

Mr. Kearns. Yes. 

Senator Pastore. You know it is the responsibility of the Secretary 
of Commerce to come up here and either ask for more money or ask 
for the legislation and say: “Look, there has been a change of em- 
phasis.” Let’s get away from cliches and platitudes and generalities, 
There has been a change in emphasis. We need to improve our For- 
eign Service. We don’t need legislation but we need a little more 
money. Now, I served on the Subcommittee of Appropriations for 
Commerce. I never heard any talk like that. I never heard any talk 
like that. 

The trouble is everybody likes to make a speech but nobody comes 
up here with a concrete program. 

Mr. Kearns. Mr. Pastore, I think that there is a concrete program 
before you that will be very helpful and will substantially increase 
the sale of American goods. 

Senator Pasrorr. Why do we need an interagency task committee 
in order to do this, when we already know what the trouble is and we 
know what the answer should be ? 

Mr. Kearns. Because these things have to be done by several agen- 
cies. You see, as you well know, the foreign affairs are under the di- 
rection of the State Department; the Treasury Department has con- 
siderable interest, so we have to have an interagency coordinating 
body. The Commerce Department has no representatives abroad, as 
you well know, and so you have to work with other agencies. This is 
the reason for an interagency operation. 

Senator Pastorr. Now the economic consultant attached to our 
embassies is an employee of the State Department, is he not, at the 
present time? 
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Mr. Kearns. Yes, sir. 
Senator Pastore. Do you think he ought to be a member of the 
State Department or a member of the Commerce Department ? 

Mr. Kearns. I believe that the changes that are proposed in this 
program will strengthen the commercial service and will probably 
almost answer the necessity of our export drive. However, I believe 
that for the long run, that thor ough examination should be given as to 
the desirability of having a commercial service that is attached to 
the commerical area of the Government, the Commerce Department. 

I believe that the experience of the trade commissions that used to 
be in existence, the experience of the agricultural attachés that are 
responsive to the Department of Agriculture, the Treasury attachés 
that are responsive to the Treasury Department, point up that for the 
long run this would be to the advantage of this country to have com- 
mercial officers in a similar relation. 

However, it would be impossible to establish such a mechanism 
in the near future, and the need for action to incerase our exports is 
immediate. So the next best way of handling it is through inter- 
departmental cooperation, by strengthening the Foreign Commercial 
Service as a cooperative venture between the State Department and the 
Commerce Department, and this is the one that is underway. 

Senator Pasrorr. I am interested in your saying that for the time 
being and for the immediate future it is impossible to accomplish this. 
W hy is it impossible to accomplish it? I it is true in the long run we 
are going to be better off by attaching this consultant in economics 
to the Commerce Department, where I believe he belongs, rather than 
putting him under the direct supervision of the ambassador in that 
particular country, why is that impossible? If it is the best thing to 
do, why should it be so hard to do? 

Mr. Kearns. I don’t think anyone would recommend that any 
toreign officer shouldn’t be under the ambassador. For coordination 
you have to have that. But I don’t believe it would be possible for 
the Commerce Department to recruit, train, and place into the field 
trade commissions or commissions of the like in the near ee be- 
cause it is starting from scratch with nothing to work on. I don’t 
think you can wait that long. You have now a partially constructed, 
artially effective commerci: ial attaché system, and I think this should 
used to the fullest possible extent. This is the reason why I believe 
that you can strengthen the commercial service as it is now in its 
present form, and appreciably improve our exports and at the same 
time give consideration to an eventual change in the other direction. 

Senator Pastore. Now, you are no longer with the Government 
and you can afford, I hope, to be a little impartial in this. Do you 
feel that in the past. there has been too much emphasis in our embas- 
sies on the political aspects of this commercial problem, rather than 
on the economic aspects of it ? 

Mr. Kearns. I believe there has been a reflection of our general— 
of our national lack of interest in exports, to the extent that trade 
development has not carried a level of priority that made it really 
effective. I believe this has been true up until very recently. And 
in saying “recently,” I mean in a matter of months. But I believe 
now, because of the general overall realization that if we don’t increase 
our exports our whole forei eign political posture is in danger, there has 
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been a change in emphasis that I believe will, in a way, ease this 
problem. 

Senator Pastore. What is your opinion as to our emphasis on our 
international exhibits, world fairs? Have we been emphasizing more 
the American way of life than we have been trying to sell American 
goods? 

Mr. Kearns. Yes, we have, up until the last year. 

Senator Pastore. I mean the whole emphasis has been in convincing 
people abroad as to the efficacy and the beauty of the democratic 
system, which I applaud, but you think there ought to be some em- 
phasis placed upon selling American goods as well ? 4 

Mr. Kearns. I believe it is good business from a psychological 
standpoint to do it. I was in Salonica, Greece, about a year ago. 
There were representatives from all the Iron Curtain countries. We 
had a show, but the Russians, East Germans, Czechs, and so forth 
had exhibits completely full of consumer items. The result was that 
the impact that was being made on the people was that they actually 
had more consumer goods than we did, simply because we had tried 
to show a general outline of the advance of our technology, rather 
than showing that we were making things for people. 

Now, this was completely opposite from the realities. I believe 
showing goods for sale lends a degree of reality to the visitor from 
some country when he goes in there and he sees this thing is for sale. 
So that means that you “make them for people. 

If you say this is an exhibit, then to them it means that it isn’t a 
matter of reality. They can’t have what is on display. 

So I think that we can accomplish both of our aims today. Now, 
this is another matter of a changing world condition. When this 
thing was first started in 1954,.this trade fair program, the other 
countries were not exhibiting consumer goods and we were doing 
well for several years in exhibiting the advance of our technology, and 
the type of fairs that we were putting on. But we have to be able 
to change our direction if conditions change, and they have. 

Now this is what we are trying to do today, to show that whatever 
we exhibit here are real things, things that people can own and buy. 

Senator Pasrorr. What do you mean, that is what we are trying 
todotoday? Where have we done it? 

Mr. Krarns. The one that is most definite in that direction is in 
Vienna, which is the first all-out selling fair. In Milan we also have 
one. 

Senator Pastore. Are we doing it there? 

Mr. Kearns. We are doing it there. In Casablanca we are going 
« long way in that direction. 

Senator Pasrore. We didn’t do it at Brussels, though; did we? 

Mr. Kearns. Brussels was not a trade fair, and we had nothing 
in the trade fair program to do it. That was an exhibition. That 
is an altogether different kind of a proposition. 

Senator Pasrore. Any questions ? 

Senator Eneir. Yes. I would like to compliment you, Mr. Kearns, 
on the very excellent statement, and I share the chairman’s regret 
that, having had this very broad experience in this field, you now are 
no longer available to carry out some of these programs, although I 
realize after 33 months you probably want to get back to your own 
business. 
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I asked Mr. Waugh, when he was on the witness stand yesterday, I 
believe, what kind of relationship ought to exist between the people 
we have in these foreign countries, who are promoting American 
trade, and the various agencies. I suggest to him that possibly he 
ought to have his own field force out there. He didn’t think so. He 
thought that these Foreign Service officers assigned to commercial 

sts ought to operate through the embassy. _ 

Of course, that raised a question in my mind as to whether or not 
these men would be able to do the job as well as, let’s say, a man in the 
Department of Commerce, and whether or not they would be as free 
to operate in the same way as special representatives of other groups, 
say military assistants, agricultu ral attachés, ICA, and so forth. 
Which leads me to ask you this question : 

Do you believe that there is any more reason to have Foreign Serv- 
ice officers as commercial attachés than to have Foreign Service officers 
running the MAAG program, the U.S. Information Service, agricul- 
ural attachés, or other specialized jobs? Why should these fellows 
be stuck into the State Department, well down on the protocol totem 
pole, loaded down with chores of all sorts, and without the prestige 
or position to really act in the field? Why do you think that they 
should be different from these other particular officers? If one system 
is good, then the other may not be so good. Why should we have spe- 
cial officers in these other fields that I have mentioned, and not have 
them in the field, say, of the promotion of foreign trade relationships ? 

Mr. Kearns. Senator, I will confine my remarks to the line that I 
am familiar with. I wouldn’t comment upon what the other agencies 
do. In the first place, 1 know you can understand why I want to get 
back to California after 33 months. That is important. 

Senator Enete. I can sympathize with that. I wonder why I strug- 
gleso hard to get to spend all my time back here, sometimes. 

Mr. Kearns. I don’t think it would be wise to have commercial of- 
fiers operate outside the Embassy. I believe that the coordination 
of the representatives abroad is significant. However, I think there 
ismuch to be gained by having this selection of people who represent 
this country commercially under the direction of an agency that is 
interested in selling goods. I think that the communication can well 
be improved, so that the agency that is in contact with American busi- 
ness can get the greatest benefit. I think in the training of people that 
business-trained and business-knowledgeable people should have a 
greater part. I think that in the emphasis that is to be placed upon 
the work and the future promotion, if you will, of the people could 
well be oriented toward the Commerce Department, which has the 
responsibility for trade. 

I think, as most of us who have been in business know, that the 
elling of goods is a specialized field, and it doesn’t necessarily mean 
that a person who is good at political activities is good at selling goods. 
| SoI believe that much can be gained by emphasizing the foreign com- 
mercial service as being responsibe to the Department of Commerce. 

I believe, however, again 

Senator Enctr. Would you have a man out in these areas under 
| the umbrella of the Ambassador in the same way as the Department 
| of Defense, the agricultural attachés, and so forth ? 

55506—60-——_8 
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Mr. Kearns. I think that would be a reasonable arrangement ; yes, | 


sir. It is effective in those departments and I see no reason why it 
wouldn’t be effective in the Commerce Department. 

Senator Enexr. But this representative would come from the De. 
partment of Commerce, rather than from the Department of State, 
That is what I am driving at. 

Mr. Kearns. I think that would be a suitable arrangement, yes, 
sir; but to operate within the Embassy family. 

Senator Eneie. He ought to be, then, under the umbrella, so to 
speak, of the Ambassador for the purpose of correlation and co- 
operation ? 

Mr. Kearns. But on the other hand, I think that the necessity of 
the day is such that the present mechanism should be used to its full- 
est possible extent until such time as the Congress or the executive 
branch decides to make a major change. 

Senator Enere. What particular recommendation would you give 
regarding the recruiting and the training of commercial attachés! 

Mr. Kearns. I believe much greater use should be made of people 
who have had business experience. I know from my tenure of office 
that there are many, many American businessmen who have retired 
or who are on the point of retirement that are capable, that have been 


successful, that want to perform some service and could spend a 5-year | 


term of office as a commercial officer and would be extremely effective, 
I believe that this should be used to the fullest extent. I believe that 
students, graduates from some of the business colleges, who have had 
2 background in business development, perhaps with a short tour 
in a business establishment, could be recruited for commercial service, 

This has not been done in the past few years, and I believe that 
it would be to the advantage of this country to recruit people along 
that line. 

Senator Eneie. Now, we have had complaints about difficulties in 


communications; that is, that because of delays in communication we | 


have often lost sales. Do you have any particular recommendation 
to make for improving communications between Washington and 
the embassies abroad ? 

Mr. Kearns. Well, I am happy to say that because of this inter- 
agency study there have been vast improvements made. The me- 
chanism by which a commercial officer abroad can communicate with 
American business, or through the Department of Commerce with 
business generally, has been speeded up now to where I believe that 
it is pretty nearly effective. I think that there are occasions when 
too many agencies are involved in filtering through the communica- 
tion regarding business opportunities to the point where it is delayed 
or unduly classified. 

Quite often information comes through with a classification “con- 
fidential” and so forth, making it impossible to pass it on in its useful 
form to business. I think that this 1s an area that can be improved. 
I believe that there is improvement taking place, although I have 
been out of the office now for 6 weeks and I am not intimately familiar 
with it. 

Senator Enetr. What would you do to improve export credit? 
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Mr. Kearns. This is a pet subject of mine. Mr. Scafuro is going to 
testify later. He knows more about it than I ever will. My expe- 
= has been this: Particularly in the developing of underdevel- 

| countries, we are not competitive in export credits today, par- 
deatarty in short-term merchandise credits. This is merchandise that 
moves for sale, not capital equipment, but merchandise that moves for 
sale. We are not competitive with many of the other industrial 
countries. 

It seems to me inconceivable that this country, which has had more 
experience in extending credit, which is the world? s banker, should 
take second place in credit facilities. It just doesn’t make any sense 
to me. 

There are ample examples of successful operations, and this is not 
uncharted water. The British have a perfectly good system that 
works, and it isn’t costly. It is effective and it is one that we could 
certainly examine. The Germans have a very good system. The 
Japanese have a good system, and they are using it. It distresses me 
greatly to go to South America or to the Middle East and go in to talk 
to potenti al buyers of American goods and ask them if they are buy- 
ing American goods and they say No, they are buying it in this coun- 
try or that country. And I ask why. They say, “Because we can 
get short-term credit that makes it possible for us to turn our goods 
within our « capability.” 

I just don’t think that that is necessary. I will give you an exam- 
ple. In Peru, for example, where the short-term credit runs from 2 
to 3 percent a month. If a person is not extended short-term credit, 
if he has to pay on sight draft, it means that from the time the mer- 
chandise is shipped until he can deliver to a customer, he has 90 to 120 
days of elapsed time. This means to him 10 to 12 percent on the cost 
of the merchandise, regardless of what his first price was. 

On the other hand, if the seller will extend him 120 days, he buys 
it at that much less. I am firmly of the opinion—and after having 
made an exhaustive study of this—that we lost much more business 
because of our inability to extend that kind of credit than we do be- 
cause of a discrepancy in prices. 

Now, this doesn’t apply to large sales of capital goods, 

I think the E xport- ee Bank does a magnifice ent job in large 
capital goods settlements. I don’t think there is another country in 
the world that has a facility comparable to it. But in the hundreds 
and thousands of transactions that take place every week in the sale 
of goods, where you have to extend credit for a short time, I don’t 
think we are in the ball game in many areas. 

Now, this isn’t as important in the sophisticated countries, such as 
Burope, where you can get credit locally at reasonable rates, but when 
you take the rest of the world where the local rates are so ‘extremely 
high, I think we must step up to this problem and meet it. And I 
think if we do we can very substantially increase our sales. 

Senator Ener. I would certainly agree with that conclusion, from 
my limited observation. Now, just one last question: Is there any- 
thing that we can do, particularly with reference to California, to 
improve our export situation there, as distinguished from actions that 
would be taken, say for the whole country? Are there peculiarities 
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about California, and you have returned there, that make it possible 
to improve the trade on the Pacific coast that we haven’t adopted yet, 
aside from these general programs that you have already mentioned ! 

Mr. Kearns. I think the general programs would help California 
as they would any other State. We have two or three special cases; 
for example, citrus, as does Florida. I think an increasing effort 
should be made to remove restrictions against the imports of citrus 
products which could result in substantial sales. I think the same 
thing is true with movies, which is a big thing in our area, as you well 
know. Many countries restrict the importation of American movies 
or the return of the income derived from them, and I think that con- 
tinual pressure must be exerted on other countries to get them to 
remove these restrictions. 

There has been some progress made in this line, but I think it is 
something that must be done with great vigor over the next year or 
so. In most of the countries of the world today, there is little or no 
excuse for maintaining discrimination against sales from the United 
States or restrictions that are unduly difficult with us. Of course, we 
benefit greatly in world trade on the sale of cotton. As you know, we 
are the greatest cotton exporter by far. We benefit substantially from 
that. I think with the development of the Orient as a market, and 
certainly it is going to develop as a market, Japan, in my opinion, is 
going to be one of the greatest markets in the world, because they have 
the ability to produce goods and sell it and create income; I think that 
California will do well in this world trade picture. 

Senator Ener. Are you taking any particular interest in that. since 
your recent return to California? And is there any organized effort 
in California directed specifically at removing trade barriers which ad- 
versely affect California products ? 

Mr. Kearns. No, I know of none. I haven't been back long enough, 
Senator, to really do anything. 

Senator Ener. As soon as you get settled down, we will try to get 
you busy on it. Thank you very much. I appreciate your excellent 
statement. 

Thank you, Mr. Chairman. 

Senator Pasrorr. Do you have any questions ? 

Senator Monroney. Yes. 

Were you here yesterday when the Export-Import Bank outlined 
its so-called new program ? 

Mr. Kearns. No, I wasn’t. I heard about it. 

Senator Monroney. As an experienced man in this field, do you 
think this does any more or shows any improvement over what they 
have been flubbing around with in the past ? 

Mr. Kearns. I think it is an improvement, Senator, but I don't 
think it is adequate. 

Senator Monroney. I got the impression from the testimony yester- 
day and was somewhat critical of the short-term and intermediate- 
term financing, particularly with reference to guaranties, that they still 
were interested more in lending than they were in guaranties. This 
is sort of a hybrid operation that they think is perhaps beneath the 
dignity of a bank, and that they will never get off the ground with an 
adequate program as a part of the Export-Import Bank. It is going 
to take some other agency that is going after the business. Repeat- 
edly they sat here and said: Well, no one has come to us. 
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Well, you would never have put FHA or any of those other pro- 

grams over if you just sat there and waited for somebody outside to 
evelop the program or assist them, or an easy routine of coverage of 

some of these necessary things that the rest of ‘the world is able to ; give 
their exporters which we are denying to ours. 

Mr. Kearns. I believe much more can be done. I would like to see 
it done, personally, by private business, which I think has the facili- 
ties to expand their export credit. However, I do think the Gov- 
ernment has a responsibility to at least make us competitive with the 
other industrial countries of the world in assuming some of the risks 
that are unusual and peculiar to exports. 

Senator Monroney. That is just what we think. We think that 
if you can give them an umbrella against the catastrophe risk and 
against the political risk, which only government probably can do, then 
you can create a private insurance ‘of commercial credit, having taken 
care of these two imponderables and uncontrollable risks. You can 
control your credit risk in the private insurance of accounts on the in- 
tegrity of the man to pay, but you can’t do anything about insuring 
against a revolution or devaluation or blocking of currency, or earth- 
quakes or floods, and things of that kind. It seems to me that if we 
are interested in this business we ought to have an automatic, blanket 
policy that the Export-Import Bank, or someone doing it, could let 
them buy that umbrella for about one-half of 1 percent for the cov- 
erage of these catastrophic and political risks, and then let commercial 
credit go in and insure the rest of it. 

Mr. Kearns. It is my opinion, Senator, that this is a subject that is 
the responsibility of the Federal Government, because we must expe- 
dite the sale of American goods abroad if we are going to maintain any 
near equilibrium on our balance of payments. So I don’t think this is 
one of the things that we can just blindly sit back and say this is the 
responsibility of business; they ought to do it. 

If they don’t do it, I think you have to facilitate the extension of 
credit so that we can sell our goods. 

I think in this matter of ‘short-term credit, especially, which you 
can see in an inspection trip abroad, you can see almost immediately, 
if you talk to foreign business people, you can see what the effect is: 
If you don’t extend short-term credit you don’t sell the goods. I think 
we have got to make sure that we do sell them. Now, whether it should 
be a Government. instrumentality, whether we do it through the 
Export-Import. Bank, or whatever, I think this is one of the responsi- 
bilities of the Government. 

Senator Monroney. You can’t be on about a 6 months’ wait-and-see 
basis. I mean, the customer ready to buy is not going to wait 6 months 
for shuffling through half a dozen Government bureaus before he gets 
the answer: ishe? To delay is to lose this business. The man w ho is 
wanting to buy something, a finished product or something else from 
this country, if he has got to wait for 6 months before his credit is 
approved, he is going to have bought from some other sellers that are 
knocking on the door with credit ready in their hands. 

Mr. Kearns. Well, we were in the position of having practically 
all the world’s markets in our hands, and every step that we take, 
where we retire from supplying a world market, it makes it that much 
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more difficult to get back in later. I think the sooner we act on this 
the better off we are. 

Senator Monroney. I wouldn’t want the record to show, however, 
that it is my feeling that we have lost the world markets to a degree 
that we have because we have simply goofed on the job. I don’t accept 
that theory. I am just trying to say that other nations have grown 
light and Jean and thin during the war years and during the recon- 
struction period and are now in the markets with good products and 
with an aggressive sales program and unless we take off our coats and 
improve all along the line—quality, salesmanship, terms, delivery, 
things of that kind—we are going to continue to see a deterioration of 
our export position. 

Do you agree with that ? 

Mr. Kearns. Yes, sir. We have competition and vigorous compe- 
tition. 

Senator Monroney. In other words, it is not that our product or 
our ability has diminished so much, but the rest of the world has come 
up with it and is threatening to go beyond it. 

Mr. Kearns. We are accustomed with this in American business. 
Every businessman is accustomed to dealing with vigorous competi- 
tion. We have to do it on an international basis because we are no 
longer the only one to write the ticket—no longer the only one with the 
supply. 


STATEMENT OF CHARLES TAFT, COMMITTEE FOR A NATIONAL 
TRADE POLICY, WASHINGTON, D.C. 


(Given on May 9, 1960) 


Mr. Tart. I have a supplementary statement. I don’t know that I 
need to read it to the committee. 

Senator Monroney. The committee will be glad to hear it. 

Mr. Tarr. I will just hit the high spots. It has to do with the pro- 
posed foreign service of the Department of Commerce referred to at 
pages 11 to 17 of the interim report to the committee. 

I do not speak for the Committee for National Trade Policy on this, 
but I did serve in the State Department during 1944 as the Director 
of the Office of Wartime Economic Affairs in which my principal 
assistant, Mr. Livingston Merchant, now Deputy Under Secretary 
of State; Gordon C. Brown, Dean of the School of Business at Colum- 
bia; and Everett Cook, the leading cotton broker of Memphis—we 
were largely responsible for the provisions of economic counselors at 
the major embassies around the world during the postwar period. 

The late George Bell, for a long time an officer of the Department of 
Commerce—prior to that time he was an officer of Caterpillar Tractor 
in Illinois, who was the last President of our Committee for National 
Trade Policy, he served in such capacity in Paris immediately after 
the war. 

All of us who were thrust in the economic operations of the Depart- 
ment were convinced even in wartime that among all the problems 
facing the Nation in its relation to other countries, 50 to 75 percent 
were economic. 
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We have had no reason to change our views since that time. So I 
felt that I must challenge the assumption of your staff in this paper 
that there is something peculiarly assigned to State known as the 
“diplomatic function,” divorced from trade, supplies and resources 
and economic development. 

That may be an unfair comment on the report, but it is the im- 
pression I got from it. 

This was indeed the assumption of State in the first war and it 
nearly destroyed the Department’s influence. Fortunately, in the sec- 
ond war, Mr. Thomas K. Finletter was given by Mr. Hull the function 
in which I succeeded him and through our liaison the foreign policy 
direction in day-to-day operations were given by State to the combined 
raw materials board—that was Mr. William L. Batt, the War Food 
Board, the War Shipping Board, and the requirements operations of 
the War Production Board. 

An important result of this wartime operation of the State Depart- 
ment carried over into the economic counselors and was to give the 
Department a prestige at the end of the war, which showed up in the 
extensive applications for entrance into the Foreign Service by the 
discharged members of the Armed Forces. 

Now, this function which I have described was not an operating 
function but a liaison and policy direction function. 

To put the extreme case, the State Department does not perform 
the military function in foreign territory because it is the Foreign 
Service of the United States, but it does provide the liaison in foreign 
policy direction; or it should do so. 

Similarly, it does not and should not carry out the foreign mili- 
tary and economic aid operations, but it must exercise sufficient con- 
trol to insure foreign policy direction. And it did so in the mutual 
security program. ‘The staff of your committee is not on solid ground 
when it suggests that the purpose of the Foreign Service Act postwar 
was to make the career officer a well-rounded jack-of-all trades. The 
reason for the act was that wartime experience with every miscel- 
laneous department sending personnel abroad who were under no 
control by the Ambassador and were in no way coordinated in the 
presentation of U.S. policy was disastrous. 

That experience produced the unified foreign service. The shining 
example in contrast to our public fights among ourselves was the 
competence, authority, and coordination displayed by the British op- 
erations under their Ambassadors. And I might add, whether the 
particular piece of their administration was administratively under 
the Ambassador or whether it was simply located in Washington— 
in either case the Ambassador exercised the controlling influence in 
coordinating foreign policy expressions. 

The point at which I join your staff is in its criticism of the train- 
ing and assignment policies of the Department. But there is not 
properly directed to dealing with economic affairs by themselves. 
All of the very pointed criticism goes with equal force to the training 
in diplomatic functions, The training and assignment system is 
inadequate for any purpose. 

Now, I have added a note on the last page which was implied in 
my paper but which I had not expressed. I am not for a moment 
opposing the great increase in commercial personnel for economic 
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representation overseas advocated by the Senate committee staff. Ip 
fact, I not only favor that, but I believe the Department of Com. 
merce should be closely involved in the selection of these repre. 
sentatives and participate in decisions on their policy direction. 

In other words, I am primarily concerned in the coordination of 
policy direction abroad and the elimination of freewheeling inde- 
pendents in the foreign field. 

On the other hand, the idea that export promotion is something 
to be set out all by itself as a career, with no attention to the well. 
rounded growth and development of the countries to which we ship, 
including their exports, and with no consideration to the broad eco- 
nomic and political implications of international trade and regional 


economic arrangement about which I have just testified, is nonsense, | 


These aspects are Just as much needed by commercial attachés ag 
they are by diplomatic councelors and chargés and Ambassadors, 
Foreign Service officers and Department of Commerce officers may 
have that background. These are the sources suggested for the For- 
eign Service of the Department of Commerce. 

The chamber of commerce and trade association officers are less 
likely to be thus equipped, and retired businessmen, younger men with 
either an academic or practical business background are fairly certain 
not to. 

American businesses are finding that it takes a very particular for- 
eign experience to launch them successfully in export business today, 

Statistics at page 16 of the interim report simply demonstrate that 
military missions and attachés and CLA—intelligence—have always 
been on their own, and they are even more so when the Armed Forces 
have their own separate communications systems, which is the most 
specific reason for the separation of the two services. 

The results are less than happy, as the superred flame and the infra- 
red camera illustrates. I recall that the military lend-lease offer of 
dive bombers to Peru during the war almost started a separate war, 
and military lend-lease to Colombia during and since the war has been 
responsible for permitting the army to get the upper hand over the 
civilians in that country. 

Leaving out the military, the ICA, and the USIA, there are listed 
on page 16 just about 372 persons from all other agencies plus 103 
from Agriculture. All but Agriculture are rather limited technical 
services. The agricultural foreign services create the same kind of 
problems as those indicated for other departments—namely, the pres- 
entation of a coordinated and consistent U.S. face to the world. May 
I stop a minute to give the most outstanding sample of this one: When 
the Assistant Secretary of Agriculture—he may have been Under 
Secretary; I think his name was Dodd—was sent to the conference 
shortly after the war in the Scandinavian countries, there presented, 
as apparently the position of the United States, the support of the 
kind of commodity banks that you have just referred to, Mr. Chair- 
man, which had not been agreed to by any other department of the 
Government. And he was solidly—at least the position was repudi- 
ated somewhat later as not being the position of the United States. 

The very figures of inquiries, which are most interesting and impor- 
tant—17,606 from Commerce to 869 for all other departmental 
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sources—illustrates very clearly why coordination under the Depart- 
ment of State is essential. 

Since there is such an important volume of essential business and 
since economic considerations are involved in half to three-quarters 
of the foreign policy questions, I would suggest that this committee’s 
point of application should be the proper appropriations subcommit- 
tee for State Department money and the top administrators of the 
Department. 

Policy for assignment and training is inadequate, and its improve- 
ment cannot be just passed over, or relegated to someone with no solid 
experience in Government administration, or in teaching, who is called 
an assistant secretary for administration, or a director of training. 
But to put U.S. export promotion on a pedestal by itself is more likely 
in my opinion to create a new dollar shortage than to advance the 
economic well-being of the world, or even of the United States. 

I might add that—I think this is a fair comment—Mr. McCoy was 
apparently against this program for increasing the foreign represen- 
tation of the Department of Commerce, whatever way it might be used. 
And I can’t help thinking that this is because it would tend to produce 
an additional dollar gap, a restoration of the dollar gap, and this is 
always a strong argument against protection. 

Senator Monroney. Well, I can certainly agree that we don’t need 
very many more attachés of various kinds running out of our consular 
offices and embassies abroad. I think you reach a point of diminishing 
returns on staffing in many of these that [have seen. But Ido wonder 
if we, as you seem to, whether we are giving the proper judgment in 
the selection and training and qualifications of the-—— 

Mr. Tarr. I am very solidly behind the committee and its staff. I 
think this is entirely sound. 

Senator Monroney. Well, how do we do this? It seems to me 
that—— 

Mr. Tarr. Let me just suggest what happened to us. We had an 
economic aspect of the State Department up until December 1944. A 
strong group of men who were presenting the economic aspects of 
various problems as they came up. We then went through a reorgan- 
ization in which it was stated that it was all wrong to have separate 
economic staffs—you ought to put them all under the political. So 
most of this operation disappeared. It is all back again there now 
because you have to have it. 

There are two phases. It is the problem as to whether you consider 
copper only with a man who is in Chile or whether you have an overall 
man who considers copper both in Chile and in Africa. You have got 
the geographical all mixed up with the functional, so to speak, and you 
have to have the functional. And the ones who get it—what you 
might cal] the diplomatic complex within the department—just do not 
give enough weight to this economic side, ordinarily. And therefore 
the push of the committee for better representation and training on 
this side is entirely solid, in my book, and any criticisms made here are 
secondary, compared to that major objective. 

Senator Monroney. Do you think there is a prejudice against the 
commercial attachés in favor of the political attachés? I detect in 
almost every embassy the upgrading of the political boys and the rele- 
gation of the commercial attachés to merely stuffing you with statistics 
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which you could just as easily get out of the Department of Commerce 
by staying in Washington. 

Mr. Tarr. This is the reason for the suggestion we made at the 
end of the war for an economic counselor, because that got them up 
above just an attaché. It put him in a position of influence, as the 
second or third man in the Embassy. They still continue this to some 
degree. I was in New Zealand, and the economic man there is one of 
the most forceful people in the Embassy and doing a very good job, 
but he doesn’t happen to rate as high as a couple ‘of others who are 
clearly not up to him in capacity to ) deal with the ordinary problems 
because they haven’t got this economic background. 

Senator Monroney. In the field of agriculture that you mentioned, 
I can’t comment on the Under Secretary or Assistant Secretaries, but 
T find many dedicated men who are agricultural attachés who have 
been, some of them, particularly in the Italian area, doing a fabulous 
job in creating new uses for American agricultural products, to do 
the very thing I was talking about earlier—to prove to the Italians and 
through them to many other parts of Europe that they could use 
American exports, agricultural exports, such as cattle feed—to greatly 
increase the finished agricultural products in milk, dairy beef, and 
other things. 

This soybean operation, where we have plowed back about 10 per- 
cent of our 480, that we received from sales into market development, 
have been rather highly successful. Don’t you think we could do 
more of that than-—— 

Mr. Tarr. I am more interested in the objective which I stated, 
which is that the Ambassador has to be the coordinating element in 
the Embassy for all people who are in that country, from any depart- 
ment or for any purpose from the United States. This means two 
things. It means he has to be competent to do that job, and it means 
also that those people, no matter how they are selected or how they get 
there, recognize the necessity of having that united front toward the 

outside. That isall I am saying. 

Senator Monroney. I quite agree with you, we should have the An- 
bassador as the top man, but perhaps we could have an Assistant See- 
retary or Under Secretary for Commercial Affairs, not one who is deal- 
ing at the highest level like Secretary Dillon, but one who is really 
in there for the purpose of promoting American sales abroad, to bea 
sort of a traveling Assistant Secretary of State to keep this more in 
the forefront than I feel it is in most of our embassies of the world. 

Mr. Tarr. I don’t think he can do it just on exports by then- 
selves. That is all I would say, because this was attempted. The 
Department of Commerce did this in the 1920’s and some of the re- 
sults were unfortunate. Some were very effective. Some of them 
were certainly unfortunate. So I would say it ought to be ona 
broad economic front with special emphasis at the moment on exports, 
for sure. 

Senator Scorr. May I just make one comment here: My attention 
has been called to the ‘fact that we have only four commercial attachés 
in 34 countries in Africa 

Mr. Tarr. That isin the report-of the staff. 

Senator Scorr. The interim report, yes. I brought it up at this 
point so it would appear in the record. A total of 113 commercial 
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posts in the Foreign Service scattered among 79 separate posts. One 
of our problems, of course, with commercial trade promotion is that 
it suffers from this sheer inadequacy of staff. 

Mr. Tarr. Well, not only that, but the most striking comparison is 
between the number of agricultural attachés, which is what Mr. 
Barnes—79, or something like that—as compared to about 67 of all 
commercial attachés. Now, the agricultural exports are somewhere 
around $4 billion 

Mr. Barnes. About 20 percent of our total exports. 

Mr. Tarr. Somewhere around $4 or $5 billion, and the manufactured 
goods are that much, to say nothing of other types of products. 

Senator Scorr. It is discussed in the report, is it not ? 

Mr. Tarr. That is right. 

(Mr. Taft’s complete statement follows :) 








STATEMENT OF CHARLES P. Tarr, TAFT & LAVERCOMBE, CINCINNATI, OHIO 


Mr. Chairman, members of the Senate Committee on Interstate and Foreign 
Commerce, I hope the committee will not object if I make a personal addendum 
on the subject of the proposed foreign service of the Department of Commerce 
(pp. 11-17 of the interim report to the committee by its special staff, dated 
April 25, 1960). On this matter I do not speak for the Committee for a National 
Trade Policy. 

I served in the State Department during 1944 as the Director of the Office of 
Wartime Economic Affairs in which my principal assistants were Mr. Livingston 
Merchant, now Deputy Under Secretary of State, Courtney C. Brown, dean of 
the School of Business, Columbia University, and Everett Cook, a leading cotton 
broker of Memphis. We were largely responsible for the provision for eco- 
nomic counselors at the major embassies around the world during the war and 
postwar period. The late George Bell, the last president of our Committee for 
a National Trade Policy, served in such a capacity in Paris immediately after 
the war. All of us who were thus in the economic operations of the Department 
were convinced, even in wartime, that among all the problems facing the Nation 
in its relations to other countries, 50 to 75 percent were economic. We have 
had no reason to change our views since that time. 

I must therefore challenge the assumption of your staff that there is some- 
thing peculiarly assigned to State known as the “diplomatic function” divorced 
from trade, supplies and resources, and economic development. This was 
indeed the assumption of State in the first war, and it nearly destroyed the 
Department. Fortunately, in the second war Mr. Thomas K. Finletter was 
given by Mr. Hull the function in which I succeeded him, and through our 
liaison the foreign policy direction in day-to-day operations was given by State 
to the combined Raw Materials Board, the War Food Board, the War Shipping 
Board, and the requirements operations of the War Production Board. 

An important result of this wartime operation of the State Department, 
carried over into the economic counselors, was to give the Department a pres- 
tige at the end of the war which showed up in the extensive applications for 
entrance into the Foreign Service by the discharged members of the Armed 
Forces. 

This function which I have described was not an operating function, but a 
liaison and policy direction function. To put the extreme case the State Depart- 
ment does not perform the military function in foreign territory because it is 
the Foreign Service of the United States. But it does provide the liaison and 
foreign policy direction—or it should do so. Similarly, it does not and should 
not carry out the foreign military and economic aid operations, but it must 
exercise sufficient control to insure foreign policy direction. And it did so in 
the mutual security program. 

The staff of your committee is not on solid ground when it suggests that the 
purpose of the Foreign Service Act postwar was to make the career officer a 
well-rounded jack of all trades. The reason for the act was that wartime ex- 
perience, with every miscellaneous department sending personnel abroad who 
were under no control by the Ambassador and were in no way coordinated in 
the presentation of U.S. policy was disastrous. That experience produced the 
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unified Foreign Service. The shining example, in contrast to our public fights 
among ourselves, was the competence, authority and coordination displayed by 
the British operations under their ambassadors. 

The point at which I join your staff is in its criticism of the training and 
assignment policies of the Department. But this is not properly directed at its 
dealing with economic affairs by themselves. All of the very pointed criticism 
is with equal force true about training for “diplomatic” functions. The train- 
ing and assignment system is inadequate for any purpose. 

I am not for a moment opposing the great increase in commercial personnel 
for economic representation overseas advocated by the Senate committee staff; 
in fact, I not only favor that, but I believe the Department of Commerce should 
be closely involved in the selection of these representatives, and participate 
in decisions on their policy direction. 

In other words, I am primarily concerned in the coordination of policy 
direction abroad and the elimination of free-wheeling independents in the 
foreign field. 

On the other hand, the idea that export promotion is something to be set out 
all by itself as a career, with no attention to the well-rounded growth and devel- 
opment of the countries to which we ship, including their exports, and with no 
consideration of the broad economic and political implications of internationa} 
trade and regional economic arrangements, about which I have just testified, is 
nonsense. These aspects are just as much needed by commercial attachés as 
they are by “diplomatic” counselors and chargés and ambassadors. Foreign 
Service officers and Department of Commerce officers may have that background; 
chamber of commerce and trade association officers are less likely to be thus 
equipped ; and “retired businessmen,” “younger men with either an academic or 
practical business background,” are fairly certain not to. American businesses 
are finding that it takes a very particular foreign experience to launch them 
successfully in export business today. 

The statistics on page 16 simply demonstrate that military missions and 
attachés (and “intelligence’”’) have always been on their own, and are even more 
so when the Armed Forces have their own separate communications system. 
The results are less than happy, as the supra-Red plane with the infrared camera 
illustrates. I recall that the military lend-lease offer of dive bombers to Peru 
during the war almost started a separate war, and military lend-lease to Colombia 
during and since the war has been responsible for permitting the Army to get 
the upper hand over the civilian police in that country. 

Leaving out the military, the ICA, and USIA, there are listed just 372 persons 
from all other agencies plus 103 from agriculture. All but agriculture are rather 
limited technical services. 

The Agricultural Foreign Services create the same kind of problems as those 
indicated for other departments; namely, the presentation of a coordinated and 
consistent U.S. face to the world. But the very figures given of inquiries (17,606 
from Commerce to 869 for all others) illustrates why coordination under the 
Department of State is essential. 

Since there is such an important volume of essential business, and since eco- 
nomic considerations are involved in half to three-quarters of foreign policy 
questions, I would suggest that this committee’s point of application should be 
the proper appropriations subcommittee for State Department money, and the 
top administrators of the Department. Policy for assignment and training is 
inadequate, and its improvement cannot be just passed over or relegated to some- 
one with no solid experience in Government administration, or in teaching, who 
is called an assistant secretary for administration or a director of training. 

But to put U.S. export promotion on a pedestal by itself is more likely to create 
a new dollar shortage than to advance the economic well-being of the world, or 
even of the United States. 


JUNE 6, 1960. 
Mr. CHartes P. Tart, 
Director, Committee for a National Trade Policy, 
Washington, D.C. 


Dear Mr. Tarr: Following up Chairman Magnuson’s letter to you of May 19, 
1960, may I add my personal thanks for your constructive testimony at the 
recent committee hearings on U.S. foreign trade. 

Naturally, we on the staff were particularly interested in your separate com- 
ments concerning our recommendation for a foreign commercial service, a8 
contained on pages 11-17 of the April 25 interim report. I am concerned, how- 
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ever, that someone reading your statement in the record without seeing the 
recommendation itself might gain a somewhat erroneous impression of exactly 
what it was that we proposed. For this reason, I believe it desirable to reply 
priefly to some of your comments and to include this letter in the record imme- 
diately following your statement. , 

Perhaps it will clarify our position to state what our recommendation does 
not call for, contrary to the assumptions implicit in your statement. For exam- 
ple, it does not propose to put “export promotion on a pedestal,” isolated from 
the basic economic considerations which inevitably condition the conduct of our 
relations with other countries. It does not propose a corps of “free-wheeling 
independents in the foreign field” functioning outside the ken and the authority 
of the Ambassador. It does not suggest that any fragment of the Ambassador’s 
authority for all U.S. activities in the country be transferred to the Secretary 
of Commerce. It does not suggest that the successful commercial attaché can 
pe an ignoramus in all matters other than the ways of commerce and business. 

Our proposal was based quite simply on these premises: First, that the present 
division of authority in the executive branch, under which the Department of 
Commerce has responsibility for “promoting the commerce of the United States,” 
is proper. Second, that there is clear need for an expanded export promotion 
program, aS proposed in the President’s message to Congress of March 17, 1960, 
in the recommendations of the Interagency Task Force, and in virtually every 
study of the current trade situation which has come to our attention. Third, 
that there is of necessity a very considerable difference between the function 
of the economic counselor or economic attaché and the commercial attaché in any 
Foreign Service post, and that it is as much an error to overlook that difference 
as to overlook the relationship which properly should exist between them. 
Fourth, that the job of promoting trade is in itself a limited, rather well-defined 
function, requiring certain special qualifications, deriving from an understanding 
of business methods, relationships, and attitudes, not normally encountered in 
officers of the Foreign Service. 

Obviously, the trade promotion job must be performed in the context of 
broader economic considerations having to do both with the internal position of 
the foreign country and our own overall policy toward it. Equally obviously, 
the job must be done under the guidance of the Ambassador. But neither of 
these considerations argue that the job cannot best be done by specialists rather 
than by generalists. 

I am entirely sure that we are in accord with respect to the scope of the 
“diplomatic function” in today’s world. Economic factors, including the conduct 
of trade, are part and parcel of our relations with other nations and fall, neces- 
sarily, within the policy responsibilities of the Department of State. But this 
is not to say that the day-to-day operational function of promoting commercial 
intercourse between the industrial community of another nation and our own 
cannot or should not be performed by specialists recruited, assigned, and di- 
rected by the department of our Government responsible for that function. Co- 
ordination within a given country does not arbitrarily mean that all persons 
representing the U.S. Government in that country must be members of the De 
partment of State or the Foreign Service per se. In point of fact, the Ambassa- 
dor is a projection of the President, not of the Department of State. As such, his 
responsibilities necessarily extend to every U.S. activity in the country to 
which he is accredited. It seems to us that representatives of the Commerce 
Department in every country should have no greater difficulty in working with 
and through the Ambassador than representatives of the Department of State, 
or Treasury, or the Export-Import Bank. The assumption that the U.S. team 
in any given country must be made up only of Foreign Service officers recruited, 
trained, and managed by the Department of State, seems to us fallacious. The 
fact that other departments of the Government have their own personnel abroad 
for specialized tasks might appear to argue in support of this point. 

In this connection, quite significantly, you have cited the “competence, au- 
thority, and coordination displayed by the British operations under their am- 
bassadors” as a “shining example” in this field. Yet, in their separate com- 
mercial service under the Board of Trade, the British—as well as most of our 
other trade competitors—employ exactly the type of trade promotion organization 
which we have advocated for the United States. 

Your interest in this matter is sincerely appreciated. 

Cordially, 
GrorGE A. BARNES, 
Staff Director, Foreign Commerce Study. 
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TESTIMONY OF HON. SAMUEL WAUGH, PRESIDENT AND 
CHAIRMAN, EXPORT-IMPORT BANK OF WASHINGTON 


(Given on April 28, 1960) 


Senator Enere. Mr. Chairman, you and the Senator from Penn- 
sylvania were on the point that I had in mind. I would Just ask this 
in addition: 

If we beefed up the personnel and created a little different status for 
commercial attachés in order to enable them to handle more expe- 
ditiously these kinds of arrangements, would that help you, or would 
you prefer to have your own people out in the field, in key spots 
throughout the world? 

Mr. Wavueu. Now, I am drawing on experience of 214 years in the 
Department of State as Assistant Secretary for Economic Affairs 
before I went to the Export-Import Bank, Senator. I do think rather 
than put on additional commercial attachés in the embassies, in the 
key spots throughout the world, it would be far better to elevate the 
position of a commercial attaché in the embassy to the status compa- 
rable to the trade commissioners of the British. I think that would 
be helpful. In other words, I think before we take on a number of 
additional commercial attachés, it would be far better to first up- 
grade, and by “upgrading” I mean get more experienced men in this 
particular commercial field, for the 132 spots they have now, rather 
than take on 250 new ones. 

I would rather get the upgrading done first in the key spots, rather 
than put on additional men. And I am sustained in that position by 
the conversations I have had in the last 2 weeks with representative 
ambassadors who have been in the business a long, long time. 

Senator Eneie. I assume, when you say that, you mean that in ele- 
vating their position you are also going to relieve them of a lot of 
the routine drudgery and hodgepodge that they have to put up with 
now. I was out in the same area just last fall, where Senator Scott 
traveled, and my observation was that these commercial attachés are 
so burdened down with junk and bunk that they don’t have time to 
get on the matter of trade relationships to the extent that they ought 
to be able to doit. Is that what you have in mind? 

Mr. Waucu. That is what I have in mind. But I am sure that 
there has been a tremendous amount of reporting that has been re- 
quested. I know that a great many people feel that the reporting 
that has been required of the commercial attachés has been so great 
that it has relegated them to a position of reporters rather than a 
position of a trade commissioner. 

Senator Ener. That is precisely what I have in mind. 

Just one further question, Mr. Chairman, if I may. Will the fact 
that the commercial attaché is connected with the State Department 
and working through a separate agency make it difficult for your 
agency to establish the direct and immediate contact requisite to get- 
ting fast action on these cases that are pending, where accurate and 
specific information is required with reference to credit and loan 
possibilities? 

It troubles me a little that instead of having your own people out 
there you would be working through the representatives of another 
department who might not be wholly in sympathy with giving the 
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kind of priority to this work of the commercial attaché, rather than, 
say, accumulating a report on how the rice harvest over the last 20 
ears is coming along in the Philippines or someplace. 

Mr. Waueu. If I may analyze your question, Senator, I think that 
the answer that I am going to give you may not be to your liking, 
exactly, but I am a great believer in the fact that it is a serious mistake 
in a foreign country to disintegrate the representatives in this country 
into a number of different reporting bodies. 

I believe from my own experience in the past 7 years that we must 
speak with one voice abroad, and I think the ambassador must be the 
No. 1 man. I also feel that we make a mistake if we divide our 
representation abroad and have them reporting direct to the military 
to the Treasury, the Labor Department, the Commerce Department, or 
Agriculture Department. I do not know whether I make my point 
clear or not. 

Senator Eneie. You make your point very clear, and I understand 
it. The only thing that troubles me about it is I am not sure that 
the State Department would give the priority and the importance to 
a commercial attaché performing the particular functions to be per- 
formed as more or less a trade representative, as you have described, 
rather than doing something else. If I could be sure in my mind that 
our single voice over there gave the importance and priority that it 
should have, I would certainly agree that it is better to have the 
business all in one shop. 

Mr. Wavueu. Senator, I do not believe that as a representative of 
the Export-Import Bank that I should go further into the question 
as to the responsibility of the State Department and Commerce De- 
partment ; do you? 

Senator Ene. No, I am not asking you to. I am simply making 
that comment in respect to your statement. 

Thank you very much, Mr. Chairman. 


VIEWS OF THE DEPARTMENT OF STATE ON THE ESTABLISHMENT OF A SEPARATE 
ForEIGN COMMERCIAL SERVICE 


DEPARTMENT OF STATE, 


Washington, D.C., May 6, 1960. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR Mr. CHAIRMAN: I have reviewed with interest the recent testimony be- 
fore your committee, as well as the interim report to the committee by its special 
staff, on the study of U.S. foreign commerce. Arguments have been made favor- 
ing a separate Foreign Commercial Service. 

I have asked members of my staff to prepare the attached memorandum 
which expresses the views of this Department with regard to any such separation 
of the Service. I endorse these views fully, and request that my letter and this 
attachment be inserted as a part of the public record. 

From my personal experience, both within the Department and as an Am- 
bassador in charge of an important mission, I feel that it is essential from the 
standpoint of efficiency, economy of operation and services that there be the 
closest possible integration in the field of political, economic, commercial, and 
psychological elements. In order to assure implementation of policy, such 
integration is no less desirable from the standpoint of serving the needs of the 
end user, which, in this instance, is primarily the U.S. business community. 
I believe that a single service can perform more effectively and offer a wider 
basis for efficient performance. 
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In my view, the present need is not for reorganization and establishment of a 
separate service; rather, it is for evolution of policy, changes in emphasis, pro- 
vision of new types of services which may be needed by U.S. businessmen, higher 
priority and upgrading of commercial services and, more importantly, the full 
support of the American business community is essential. 

I therefore hope that your committee would not consider favorably any legis- 
lation looking toward the separation of the services. 

Sincerely yours, 
DovuGLAS DILLON, 
Acting Secretary. 


STATEMENT ON INTEGRATION OF OVERSEAS COMMERCIAL ACTIVITIES IN THE ForeEIGn 
SERVICE 


The Foreign Commercial Service was transferred into the Foreign Service in 
1939 in recognition of the interdependency of political, economic, and com- 
mercial affairs. It was undertaken with a view to centralizing direction of 
interrelated U.S. Government activities abroad and in order to avoid duplica- 
tion and promote efficiency in meeting the overall needs of this Government and 
its people. In fact, similar thinking led to integration of FOA into the Depart- 
ment in 1955. 

It should be noted that during World War II and the years following, our 
national policies did not place high priority on export promotion. Many factors 
were responsible for this postwar attitude, including the fact that, until recently, 
a worldwide sellers’ market alone was able to produce an increasing volume of 
U.S. export sales; the dollar gap in external accounts of friendly foreign coun- 
tries made increased U.S. imports from them appear undesirable; U.S. foreign 
aid programs and defense procurement constituted a significant noncommercial 
and often noncompetitive, source of exports; and, not least, the fact that U.S. 
business itself was largely preoccupied with its domestic development and, as a 
whole, disinterested in exports. Only in very recent times has the need for 
increased dollar exports become a major concern. 

Many points raised by the proponents of a separate foreign commercial service 
are thought provoking. However, retention of commercial activities within the 
Foreign Service framework makes organizational sense, permits greater overall 
emphasis and concentration within the entire mission on commercial matters and, 
as a result, has the potential of providing better service on a broader basis to 
the American business community which, after all, is the end user and the 
principal reason for having a Government-sponsored commercial service abroad. 
The need is not for reorganization and establishment of a separate service; 
rather, it is for evolution of policy, changes in emphasis, provision of new-type 
services which may be needed by U.S. businessmen, higher priority and upgrad- 
ing of commercial services, and most importantly, the full support of the 
American business community. 

The interim report to the committee states that the Foreign Service lacks 
specialized personnel for commercial work and that staff so assigned is inade- 
quate to meet the new requirements. Recognition of this latter factor has been 
taken into account by this Department, as well as the Department of Commerce, 
in the development of the export promotion program and supplementary budget 
requests in support thereof. However, it might also be noted that commercial 
officer positions have increased from 32 in 1956 to 112 today; of this increase, 
36 are new positions provided by the Congress, 44 were created by internal 
adjustments in the Foreign Service. In addition to these, the overwhelming 
majority of economic officers devote part of their time to commercial work as 
do many consular officers and, of course, chiefs of mission. 

As to the question of specialization, we again admit deficiencies and, in con- 
junction with the Department of Commerce, are constantly attempting to improve 
in-service training procedures which include assignment of never less than 20 
Foreign Service officers for a period of a year to the Department of Commerce. 
Of course, the Department of Commerce participates in pertinent personnel 
selection panels and in recruitment, including recruitment from other agencies 
of the Government and from private enterprise. It is of interest to note that 
of the 112 commercial officers in our Foreign Service 32 are specialists recruited 
from the Department of Commerce; 10 are specialists recruited from private 
enterprise. These specialists provide for a high degree of expertness where 
needed most by filling top commercial positions at key locations such as Bonn, 
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Frankfurt, Paris, Rome, London, Brussels, Stockholm, Ottawa, Rio de Janeiro, 
Mexico City, Bogota, Santiago, Montevideo, La Paz, New Delhi, Calcutta, Manila, 

d Cairo. 
mending additional legislative action, we have already taken sizable steps 
toward effective implementation of the export promotion program. Personal 
jetters have been addressed to each chief of mission, and a series of instructions 
sent outlining the new purpose and scope of the commercial program and solicit- 
ing field views. Reporting requirements have been revised in an attempt to 
meet the new need and, under circumstances where time is of the essence, our 
Foreign Service has been instructed to communicate directly with the business 
community, meanwhile keeping the Department of Commerce and ourselves 
informed laterally so that we may do the necessary backstopping. Preliminary 
personnel screening and recruitment is proceeding in anticipation of favorable 
consideration by the Congress of new budget requests. A position of Coordi- 
nator for Commercial Activities, with rank equivalent to Deputy Assistant Sec- 
retary, has been established within our Department and is already filled. 

In summary, the following reasons favor a unified service abroad: 

1, A unified service facilitates the maintenance of the necessary interrela- 
tionships of geopolitical, economic, and commercial affairs. 

2. A unified service, including commercial officers as well, is stronger than 
an independent commercial service, as the chief of mission and key officers are 
more fully informed at all times and better able to place the full weight of the 
U.S. diplomatic mission behind our commercial activities. 

8. A single oversea economic and commercial service avoids duplication and 
streamlines reporting and representational activities. It assures widest and 
most efficient coverage with maximum efficiency and minimum expense. 

4, The present standard and centrally administered reporting system enables 
Commerce and all Government agencies more readily to absorb and assimilate 
the data provided by the Foreign Service which is charged with representing 
their individual and collective interests. 

5. A single service supports the commercial activity, not only through the 
work of designated commercial officers, but by the part-time effort of many 
other Foreign Service officers. One must keep in mind the fact that only when 
51 percent or more of an officer’s time is devoted to commercial activities is 
he designated as a commercial officer. In addition, virtually all economic of- 
ficers and many consular officers devote part of their time to commercial work. 
Cumulatively, their contribution has considerable impact. This effort would 
either be lost if the commercial activity were to be separately administered, or 
would be replaced at considerably increased expense. 

6. Another significant benefit is the fact that a single service, utilizing the 
part-time of literally hundreds of Foreign Service officers, provides worldwide 
representation for commercial activity. There is not a post anywhere in the 
world, including those manned by only one or two officers, where commercial 
work is not performed. 

7. The Department of Commerce participates with the Department of State 
in the screening, recruitment, selection, and placement of commercial officers. 
This teamwork has proven beneficial. It provides a more effective staff than 
either Department could provide on its own. 

8 A single oversea service simplifies administration and assists the Commerce 
Department and other agencies in benefiting from the entire output of the 
Foreign Service. 


AFTERNOON SESSION 


Senator Corron. The chairman of the committee will be here 
shortly, but in the meantime we will go on with the hearing continued 
from this morning. The first witness for this afternoon is Mr. Ray 
W. Macdonald, director of the Committee for National Trade Policy 
and vice president of Burroughs Corp., Detroit, Mich. 
Mr. Macdonald, we are glad to have you with us. 
Mr. Macponatp. Thank you, Senator. I am glad to be here. Mr. 
| Chairman, I have two statements here—one which I would like to 
| submit to you for the record, which is the statement for the committee 
for a foreign trade policy. 
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Senator Corron. That will be received. 

Mr. Macponaxp. If I may, I would like to read the first two para- 
graphs of this statement and. 

Senator Corron. Go right ahead in your own way. 

Mr. Macponarp. Thank you. , 





STATEMENT OF RAY W. MACDONALD, DIRECTOR, COMMITTEE FoR 
A NATIONAL TRADE POLICY, AND VICE PRESIDENT, BURROUGHS 
CORP., DETROIT, MICH. 


Mr. Macpona.p. The Committee for National Foreign Trade Policy 
wishes to congratulate the Senate Committee on Interstate and For- 
eign Commerce for its initiative in launching a study on the very 
important problems which the United States faces in its efforts to 
expand exports and increase international trade. 

As the Senate committee undoubtedly knows, we are a committee 
created in 1953 to promote public understanding of the issues our 
country faces in its trade relations with the rest of the world, and of 
the leadership role the United States must exercise in the reduction 
of trade barriers. It draws its support from all sections of the United 
States and all levels of American business. It enjoys the support of 
representatives of most sectors of American economic life, and it has 
worked in close cooperation with many national and local organiza- 
tions representing agricultural, commercial, labor, consumer, and civic 
interests. 

I think in the interest of time, Mr. Chairman, I will submit this for 


your record. 
Senator Corron. The remainder of this statement will appear in 


the record at this point. 
(The statement referred to follows :) 


STATEMENT OF THE COMMITTEE FOR A NATIONAL TRADE POLICY 


The Committee for a National Trade Policy wishes to congratulate the Sen- 
ate Committee on Interstate and Foreign Commerce for its initiative in launch- 
ing a study on the very important problems which the United States faces in its 
efforts to expand exports and increase international trade. 

As the Senate committee undoubtedly knows, we are a committee created in 
1953 to promote public understanding of the issues our country faces in its 
trade relations with the rest of the world, and of the leadership role the United 
States must exercise in the reduction of trade barriers. It draws its support 
from all sections of the United States and all levels of American business. It 
enjoys the support of representatives of most sectors of American economic life, 
and it has worked in close cooperation with many national and local organi- 
zations representing agricultural, commercial, labor, consumer, and civie 
interests. 

The committee was established to help raise the standard of the national 
interest to its proper place as the dominant guide to the determination of public 
policy in the field of foreign trade. It sees this as its purpose in the face of the 
growing strength of well-organized forces representing special interests without 
regard to the effect. upon the economy as a whole. This purpose has been made 
more urgent with the passing of time and the changing position of the United 
States in the world’s economic, political, and military structure. 

This Senate committee is acutely aware, of course, of the significant shift in 
the U.S. balance of payments in the last 2 years. While the United States has 
run a deficit in its international balance every year (except 1957) since 1950, 
the years 1958 and 1959 saw a pronounced increase in our deficit which it would 
clearly not be wise for the United States to endure for any sustained period in 
spite of our tremendous economic capability and our substantial gold reserves. 
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While the relatively small deficits in the years 1950 through 1956 were un- 
doubtedly a healthy contribution to international liquidity and in fact reflected 
the success of the policies we pursued, deficits of the size of those of 1958 and 
1959, if permitted to continue, would impose a strain upon the strength of the 
dollar and upon our own gold reserves which would be difficult to bear. 

Recent events, however, such as the distinct improvement in our exports, 
suggest that there is reason to suppose deficits of this size will not continue. 
But whether, in fact, they can be reduced to tractable size by the more or less 
automatic factors which classically have acted to restore balance between 
surplus and deficit countries is a question upon which there is no unanimity. 
This merely emphasizes the need to concentrate on expansion of our exports. 

Our committee, in an effort to explore the significance of our new payments 
situation and its implications for U.S. international trade policy, held a con- 
ference of outstanding experts, both business and professional, in January of 
this year. It is worth summarizing for the committee some of the conclusions 
of that conference in this area of balance of payments. It should perhaps be 
said first that points of view as to the causes for our current deficit were widely 
disparate. Nevertheless, there was recognition that as the world’s banker, with 
some $18 billion in short-term obligations against our gold reserves, we were in a 
potentially vulnerable position. There were some differences of opinion as to how 
serious this vulnerability actually is, particularly if we are able to avoid serious 
depressions and are able to get the kind of cooperation from the other govern- 
ments which we have a right to expect, not only on the ground that all major 
trading nations have a profound stake in the soundness of the dollar, but that 
there is a free world comity of interest in a viable system of international 
payments and reserves which ought not to burden unduly any single nation. 

It is significant that in the discussions of policies dealing with this U.S. 
vulnerability to large-scale gold withdrawals, there was general agreement that 
devaluation of the dollar was not an available course of action and indeed quite 
out of the questions. There was considerable discussion of the policy question 
whether the United States should attempt to get out of the position of being 
the world’s banker and holder of the world’s monetary reserves, and proposals 
were discussed for the establishment of a sort of world central bank which would 
issue a world currency to be held by national central banks as reserves in place 
of dollars. These proposals were recognized as of the utmost significance and 
the question as to the need or feasibility of such a reserve center should be a 
subject of the most serious study. 

The question of “competitiveness” of the United States in world markets was 
given great attention. It was recognized that the emergence of Germany, Japan, 
and other countries into world markets for manufactured goods had created a 
situation where we were no longer in the position of being the sole supplier of a 
great many kinds of goods. But it was generally felt that price inflation in the 
United States percentagewise has not been greater in the last few years on 
the average than in other industrial countries. It was argued, however, by some 
that there had been greater price or cost inflation at least in absolute terms in 
certain products that are important in trade. There was the clear implication 
that under the circumstances of our payments deficit the United States could not 
afford price or cost inflation greater than that in other industrial countries, and 
indeed to restore our balance, our price level would have to be somewhat more 
stable as compared to others. 

There was no disposition on the part of anyone to support a policy for discour- 
aging foreign investment as a corrective to our deficit or to impose any restrictions 
on capital movements. What is more important is that there was no support 
for any program of import restriction as a feasible means of correcting our 
imbalance. 

There was wide recognition that this course would have as its principal effect 
in aggravation of many of the forces which have brought about our payments 
imbalance and lead to our pricing ourselves out of the market, in actual fact, 
assuming we have not done so already. Such a simple and limited restriction 
4s that imposed upon the imports of lead and zine last year inevitably has or 
will raise costs for American manufacturers and reduce their competitiveness 
in international markets. This kind of restriction could, by virtue of special- 
interest pressure, spread widely to the imports of other raw materials for 
manufacture and indeed to manufactured goods. In the first instance such 
restrictions would lead to generally higher manufacturing costs, and in the second 
toa removal of the competitive spur which is necessary to maintain a U.S. price 
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level enabling us to hold or improve our position both in our domestic and in 
world markets for finished goods. 

It is perfectly clear to this committee that in view of the automatic factors 
(the tendency for surplus countries to inflate and the opposite tendency in deficit 
countries) likely to aid the restoration of equilibrium, there are a number of 
policies which can be pursued (1) to aid the operation of these automatic factors 
and (2) to make a positive contribution in themselves to a better balance. 

In the first place we believe that there is no general agreement that the 
United States has sustained a price inflation exceeding the average of other 
industrial countries in recent years. This «onclusion has been expressed by most 
Government officials having access to the best available data—Government 
officials including Robert B. Anderson, Secretary of the Treasury, in his article 
in the April issue of Foreign Affairs and by former Assistant Secretary of 
Commerce, Henry Kearns on numerous occasions. This is not to suggest that 
forces do not exist which could price us out of world markets if we do not pur- 
sue general economic, monetary, and fiscal policies to restrain inflation. Many 
of these corrective policies are already in operation. There is every hope of a 
substantial budgetary surplus in fiscal 1960-61. The Federal Reserve Board 
is pursuing a policy of monetary discipline and credit restraint which must 
inevitably be reflected in an improved competitive position for the United 
States. There remains, however, a field in which the Government cannot make 
the controlling contribution. This is the field of the promotion of exports. 

We are all aware that even in the years 1958 and 1959—years of our large 
payments deficit—the United States maintained a surplus of exports over im- 
ports. This in itself would indicate strongly that as yet the United States, in 
any general terms, is not priced out of world markets. With the obligations, 
however, that the United States has assumed over the years, obligations of mili- 
tary contributions, defense support and economic aid abroad, parts of which are 
not reflected in increased exports for the United States, it is necessary that the 
United States run, not a moderate surplus of exports over imports on current 
account, but a substantial one. As has been said in so many quarters, including 
the well-known Princeton conference of last November on balance-of-payments 
problems and in the latest Committee for Economic Development paper on 
the same subject—and indeed by individual experts, including Professor Kindle- 
berger, of MIT, and Professor Haberler, of Harvard University, in papers pre- 
pared for our conference—the limitations on what the United States can expend 
in terms of its own substance on foreign programs is not directly dependent 
upon our balance-of-payments situation. These programs (the policy toward 
which is beyond the province of the CNTP) depend upon conscious decisions on 
the part of the American Government and the American public as to how much 
of our production and dollar instruments we will use in this manner. We can 
support any amount of capital export (foreign loans, aid, and investment), 
governmental or private, subject only to the willingness of the American public 
to bear the cost. If capital outflow is to be offset by trade and services on 
current account, the greater the capital outflow, the greater the surplus must be 
in trade and services and our surplus in trade and services depend in the end 
upon our position of competitiveness. We can be moderately competitive and run 
a small surplus or we can be highly competitive and run a major surplus. 

Obviously, the term “competitiveness” depends not upon price and costs alone. 
It depends upon the willingness of many our present export industries and of 
other industries which potentially could export to promote their products more 
vigorously in markets around the world. ‘This will require a new emphasis on 
innovation, on styling, on adaptation of the product to the market, together with 
full exploitation of the arts of salesmanship, as well as attention to price. 

We welcome the program announced by President Eisenhower, designed to 
offer every facility in the way of market information, trade fairs, etc., to the 
exporting community to improve its position. We, as a committee, heartily 
support this Government program; feel it of paramount importance that it be 
earried through successfully. We, as a committee of businessmen vitally inter- 
ested in expanding world trade, will do everything in our power to make it 
fully and effectively utilized by the business community. 

As we have indicated, we feel that any restrictions of imports is a wholly 
uneconomic and self-defeating device for correcting our situation. Instead it 
leads in the opposite direction. However, if imports, accepted on a liberal basis, 
are to make their full contribution to our cost-price situation every effeort must 
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the maximum impact may have its effect. Classically, imports act to reduce 
costs and prices in a relatively free economy. We feel strongly that there should 
pe wide recognition of this function of imports and to the extent that labor or 
management policies prevent this proper function, we shall have lost the benefits 
it offers and be forced to adopt policies of restrictionism which are totally 
jnimical, not only to our position of world leadership but to our potentialities 
for economic growth and rising real standards of living. 

The expansion of our exports can be greatly assisted by the reduction or re- 
moval of restrictions abroad against our goods. Our committee anticiapted 
this problem early in 1959 by urging that the United States make every effort to 
induce foreign governments to relax their discriminatory restrictions. Under 
present circumstances of reserve affluence among the principal industrial coun- 
tries, there is little further excuse for either discriminatory restrictions or gen- 
eral quantitative restrictions. We feel that the governments concerned have 
recognized this and it is evident that considerable progress has been made in the 
elimination of such restrictions. Our own Government has made major efforts 
to point out the inconsistency under present circumstances of such restrictions. 
There is more to be done, however, and we urge the U.S. Government to intensify 
its efforts to this end. We look forward to the forthcoming GATT session as 
the principal forum where we can accomplish real results. 

Moreover, much remains to be done by foreign governments in the removal or 
relaxation of restrictions against capital movements and invisible transactions 
including tourism. There is little justification today for regulations restricting 
the investment by foreign nationals in American securities. Neither is there 
justification for restriction on travel to the United States. The chairman of the 
Senate Committee on Interstate and Foreign Commerce is to be congratulated 
on his proposals for the promotion of foreign tourism in the United States. 
Removal or relaxation of such regulations would have an important and favor- 
able effect upon our balance of payments. 

Finally, on many products important to the American export drive tariffs 
abroad are a significant barrier. The recent presentation to the Department 
of Commerce by the American Automobile Manufacturers Association, pointing 
out that the Common Market tariff would likely be of the order of 30 percent 
(and that there are taxes on engine capacity which are discriminatory in effect 
on U.S. automobiles) is a case in point. There is little justification in Europe 
for tariffs or taxes of that magnitude in a domestic industry which has demon- 
strated its effectiveness in world competition. (The U.S. rate is 814 percent.) 
We would hope that every effort would be made by the U.S. Government in the 
forthcoming negotiations to accomplish a substantial reduction in that tariff 
and in the internal taxes. We recognize, of course, the tariff negotiation must 
be based on a quid pro quo—that the United States must be prepared to make 
offers which will compensate for tariff reductions abroad. We, of course, need 
not, under the GATT, make compensation for the removal of quota restrictions 
hitherto justified on balance of payments grounds in those instances where 
these grounds no longer exist. 

Although the problem is beyond the scope of this Senate committee, we feel 
constrained to state that we regard our own tariff reducing authority as mini- 
mal and if we are to make real progress in the expansion of trade there must 
be substantially greater authority in the hands of the President in the future. 

In summary, the Committee for a National Trade Policy applauds the study 
that this committee is undertaking. It fully endorses the program for expand- 
ing export information proposed by the administration and will lend its every 
effort to the success of that program. Our concern is for the expansion of in- 
ternational trade on the freest possible basis. We believe that in the world 
as it is in 1960 the United States can no longer, as it has in the past, regard 
its domestic economic policies as insulated from, and independent of, the 
obligations imposed by its world position. There must be every effort on the 
part of the American community at large to hold the cost-price line or to reduce 
its level if we are to meet the international goals we have set for ourselves. In- 
flexibility and rigidity in all elements of costs and prices are inconsistent with 
a broadly free enterprise economy. There must be wide understanding that 
in view of the obligations it has undertaken a substantial export surplus is 
essential for the United States and that this export surplus depends upon the 
degree of competitiveness we can achieve in world markets. There is no other 
way unless we retreat, through protectionism and an unwillingness to meet com- 
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petition, to a permanently high cost economy which would not only inhibit our 
own economic expansion, but would deny the United States the position of 
world leadership which we all feel we must maintain. 

Senator Corron. Then you proceed with your own individual state- 
ment. 

Mr. Macpona.p. Thank you, sir. 

Mr. Chairman, my name is Ray W. Macdonald. I am vice president 
of the Burroughs ‘Corp. of Detroit and general manager of the 
corporation’s international division. Pertinent to our present discus- 
sion is the fact that I am presently a director of the Committee for a 
National Trade Policy, just referred to, and am chairman of the World 
Affairs Committee of the Detroit Board of Commerce. 

I might add I have just accepted a membership in one of these 
regional export promotion committees which your Department of 
Commerce has organized. 

I am indeed ple: ased to have the opportunity to appear before your 
committee to express my views on U.S. foreign trade and some of 
the broad implications of U.S. investment abroad. 

I might say here that Senator Magnuson asked if I would comment 
particularly on the foreign investment angle. 

In order to give an adequate sense of economic perspective to the 
subject and, in particular, to deal with the question of U.S. invest- 
ment in oversea productive facilities, as suggested by your chairman, 
I believe that we must first consider the larger subject of U.S. business 
abroad and its motivations. 

Tyvically, U.S. investment in oversea produtive facilities has been 
made to serve markets which otherwise could not. be served directly 
from the United States. In the immediate postwar years, severe 
dollar shortages existed in many countries, resulting in import re- 
strictions on many of the products exported from the United States, 
This required the establishment of productive facilities within the 
dollar-short areas in order to supply them with products originally of 
U.S. design. The alternative of not taking such action would have 
been the complete loss of these markets to foreign-based competitors. 

As you know, many of these countries have strengthened their 
economies and have, in recent years, removed or reduced these restric- 
tions. However, the requirements and preferences of the consumer 
in these countries—in many cases—have developed not only for 
products of U.S. design, but also for a different type of product from 
those manufactured in the United States. In addition, transportation 
factors, wage costs and other similar economic reasons dictate that 
individual foreign market be served mainly from within those 
markets. 

Senator Corton. May I ask a question at this point ? 

Mr. Macponaxp. Yes, sir. 

Senator Corron. Were you present at the hearing this morning! 

Mr. Macpvona.p. I was, sir. 

Senator Corron. Did you hear the inquiries made by the distin- 
guished Senator from Rhode Island to the representative of the Treas- 
ury about the effect of American investment and Americans building 
plants abroad; you heard that colloquy ? 

Mr. Macponavp. I heard the statement. I am waiting for the fact 
how. 
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Senator Corron. Well, I take it from your statement here that you 
do not feel that the practice of encouraging American companies to 
build branch factories, plants, in other countries other than unde- 
veloped countries is detrimental to our foreign export trade? 

Mr. Macpvonavp. I think it supports our “foreign exports, Senator 
Cotton. 

Senator Corron. And you are covering that as you proceed ? 

Mr. Macponap. I will cover that. My “feeling i is that if those of us 
engaged in this sort of trade did not build plants abroad, our exports 
from the United States would ac tually be less, to answer your ques- 
tion directly. 

Senator Corron. You are now directing your reply to countries 
that are not underdeveloped / 

Mr. Macponatp. I would say I am not making any distinction be- 
tween dev eloped, underdeveloped, or undeveloped countries. 

Senator Corron. You go ahead with your statement. 

Mr. Macponautp. Thank you. With the economic resurgence of 
Europe and many of the other countries of the world in the years fol- 
lowing World War IT and the recent creation of the Common Market, 

rising incomes have created a tremendous potential for manufactured 

products. This potential will, undoubtedly, be satisfied and it seems 
clear that if U.S. investment is not made in these areas, someone else 
will make it. This, in effect, has been true in our industry. 

In spite of the investments made abroad by U.S. oftice equipment 
companies, a total of 81 competing firms are actively selling adding, 
calculating, and accounting machines in oversea markets. ‘Of these, 
64—almost 80 percent—are European-based companies, many of 
which have entered the market during the postwar period. They were 
encouraged by enormous pentup demand, the difficulties and cost of 
importing from United States and the relative slowness of U.S. based 
companies to create adequate production facilities within the trading 
areas. 

[am using the expression here “U.S. based companies” to mean com- 
panies of American ownership and origin, and later I will refer to 
foreign-based companies, meaning companies that are owned by for- 
elgn nationals with their he: adquarters i in foreign countries, to explain 
this point. What I am saying is that the very slowness of American 
investment to move abroad into these markets encour aged foreign- 
based companies to enter these markets and supply them in areas that 
originally were American in origin. I believe that U.S. companies 
would not normally make an investment abroad if the foreign markets 
can be served from the United States. The U.S. companies would 
prefer to maximize the return on their U.S. investments through 
manufacture for oversea requirements in their U.S. factories. The 
expense, efforts, and hazards of creating new organizations and skills 
are too great for them to prefer otherwise. 

In the most, basic terms, American companies’ products, organiza- 
tions, management and technical skills, investments and, finally, their 
stockholders, are primarily centered in the United States. In order 
for an American company to successfully invest in production facili- 
ties abroad, it must develop or acquire a costly and specialized man- 
agement. team to plan and administer such operations. It. is, there- 


fore, much simpler to serve these oversea markets from the home base, 
if at all possible. 
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Senator Corron. You are leaving out the element, however, of Wage 
scale? 

Mr. Macpona.p. I am, sir, because I do not believe this is the prime 
motivation for companies moving abroad. I think they find this ap 


advantage once they go, there is no doubt about that. But if a com. | 


pany can supply an oversea market from a U.S. plant and have q 
normal return on the shipments that it makes, it will undoubtedly cop. 
tinue to do that, in most cases, regardless of the fact that it might be 
able to produce abroad at lower cost, because you see, Senator, to 
o into international business requires this specialized force, and 
this is a very complicated thing for companies to acquire. There has 
to be a very strong motivation for them to go out and establish the 
high cost of an international organization which can actually go 
into an oversea country and determines how it should operate there, 
both in terms of legal questions, production skills, acquisition of an 
adequate work force. You are dealing in a totally strange environ. 
ment. If you and I were to go to Germany to establish a plant, we 
would find ourselves under a different legal system, a different wage 
type of pattern, certainly our relations with labor unions and all this 
sort of thing are completely different from our experience in the 
United States. This is enough to scare off even the most hardy of 
souls. ' 
I wish that our Senator Pastore was here this afternoon and | 
would tell him that our competitors abroad are not simply waiting 
for American technology, in many cases these competitors are equal 


to or in advance of our technology in many areas of both manufac- 


ture and product design. 

Senator Corron. Are you eaene now primarily from knowledge 
of your own industry, your own field 

Mr. Macponaxp. I am speaking from my own industry and from 
similar industries. 

I will repeat: In almost all cases, therefore, the creation of manu- 
facturing facilities abroad should not be termed a movement or export 
of U.S. facilities, nor the accompanying export of U.S. jobs. 

In regard to the question of the movement of investments to indus- 
trialized or underdeveloped areas raised by your chairman, I should 
say this is really relative to the potential market for the goods to be 
manufactured. Producers of complex manufactured goods, of which 
office equipment is an example, do not tend to invest in either plant 
or extensive marketing operations in underdeveloped countries. These 
industries tend to expand in the more developed economies which 
have a real need for basic and more advanced equipment. 

In our case, markets are located in the industrially developed areas, 
such as Western Europe, Britain, or in the partially developed areas 
like Brazil, where we have a small plant. On the other hand, I 
believe that the investment demands of the underdeveloped economies 
centers around the basic industries such as power, transportation, 
metals, building and construction materials, and around those basi¢ 
consumer products such as textiles. I might add farm machinery, and 
things of that nature. 

A consideration of major importance is the trend for U.S. mant- 
facturing companies to manufacture abroad their simpler or less com- 


plex products. The oversea production of such products does not de- 
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mand the levels of skills or capital investment or depth of managerial 
experience that are vital to the production of the more sophisticated 

roducts we are currently making in the United States. Burroughs 
is a good example of this. While our oversea manufacture has shown 
a substantial growth, it has concentrated on production of simple 
products. Foreign-based companies are already in production on 
such products with a lower wage cost than a U.S. plant. We have the 
choice of losing this market completely—a market which we his- 
torically developed—or creating oversea plants to compete with 
foreign-based producers. In the United States, on the other hand, we 
have tended to shift our emphasis to the development of new, highly 
sophisticated products such as electromechanical and electronic ac- 
counting machines and electronic data processing equipment. These, 
Burroughs is exporting in increasing numbers. As evidence of this, 
the value of our exports has more than doubled in the past 7 years. At 
the same time, we engaged in extensive creation of new plants abroad. 

Likewise, even though the office equipment industry, as a whole, 
has invested extensively in foreign markets, it continues to increase its 
U.S. exports. In 1959, its exports were valued at over $145 million, 
arise of over 60 percent since 1950. 

There has been concern expressed in some quarters about the decline 
in exports and the rise in imports of some of the simpler types of 
office equipment, such as adding machines, which we manufacture, 
and typewriters. However, if we view the entire industry, we can see 
that the emphasis has been transferred to the more sophisticated type 
of products such as accounting and bookkeeping machines, puncheard 
equipment, electronic computers, and other data processing equipment. 
Exports of these products have shown a rise, since 1950, of 150 percent. 
Furthermore, the difference between the exports and imports of office 
machines, or the so-called balance of trade, has shown a net increase 
for the office equipment industry as a whole. I am sure that this 
technological revolution has affected many other industries in the 
United States. 

For — convenience, Senator, I have attached to this memorandum 
several charts or tables which illustrate this shift. 

The first table shows the shift from simpler products to the more 
complex type of product. You will see that in the final column 
American exports of these equipments in total have increased from 
$90 million in 1950 to $145 million in 1959. 

You will notice in the first column that the advanced equipment, 
such as bookkeeping machines, has gone up from $14 million to $24 
million, while adding and calculating machines have gone from $14 
million to $11 million. Punchcard equipment and computers has gone 
from $8 million to $32 million. This is very advanced equipment. 

Assembly components for oversea manufacturing assembly plants 
have gone from $14 million to $37 million. 

Now, in a simpler product, such as a typewriter, our exports have 
declined from $19 million to $3 million, although a newer type of 
equipment such as the electric typewriter has gone up from $1 million 
In 1952 to $4,300,000 in 1959. 

Now of course, this affects individual manufacturers differently, and 
this is where we get some of our problems. But we are witnessing 
here a technological revolution in which the product which was mass- 
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produeed m the United States in high volume and consumed in high 
volume, shall we say 25 years ago, is now reaching the point where 
it can also be mass-produced and consumed in high volume because 
of the higher levels of the economies abroad. So therefore this first 
step, shall we say, in the technological revolution is now being manu- 
factured abroad in plants which have lower costs than our plant here, 
and we are in step, too, of the more advanced products and we can 
justify their manufacture here, and export them abroad. 

Senator Corron. Your point is that when the more elementary 
machine gets to the point where producers in the other countries can 
equal and even surpass us in production, that if we are going to stay 
in the game we had better get over there / 

Mr. Macponatp. That is correct. 

Senator Corron. But we can continue to export the more complex 
machines ? 

Mr. Macvonaxp. I feel certain of that. If American industry had 
been more aggressive in establishing plants abroad for these basic- 
type products that we would not have had the rise to the same degree, 
if at all, of foreign-based companies supplying these products. But 
what we did is we created such a price umbrella over these products 
that we invited foreign-based companies to enter this industry, which 
is originally American in origin. 

Senator Corron. I don’t expect that you care to answer this, or you 
might not feel disposed to, Dut this principle—I can follow it in 
regard to highly specialized and technical products, such as machin- 
ery and such as intricate machinery—this principle, however, would 
not extend to textiles? 

Mr. Macponarp. It might. I am not an expert in the textile in- 
dustry. It might extend to the manner in which the textiles were 
produced. In other words, we might go into an additional phase of 
the technique of manufacture of these textiles which would be a step 
ahead of what our oversea competitors would do.’ I imagine you 
know more about this than I do, though, sir. 

Senator Corron. I am not sure of that. But you proceed. Thank 
you. 

Mr. Macponap. In some markets abroad, some restrictions—such 
as unreasonably high tariffs and/or quantitative restrictions and/or 
local taxation—still exist against the free importation and sale of 
U.S. products. This inhibits the maximum growth and exports of 
our advanced products. We feel that it is in the interest of the 
American economy to negotiate for the continued reduction and 
elimination of such barriers. Such negotiations involve the recogni- 
tion of the rights of others to export to us, and we must, therefore, 
be prepared to accept imports. 

The development and evolution of more sophisticated products, plus 
merchandising methods, management techniques, and innumerable 
other services upon which the U.S. economy depends, forms—for the 
United States—the real basis of the traditional economic concept of 
comparative advantage. These capabilities constitute a very sig- 
nificant part of what we export both literally and through the ad- 

ranced products and services we send abroad. 

As we have demonstrated in the past, I believe that America can 
maintain and expand its competitive position in world trade if it 
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continues to concentrate on research, technological improvements, and 
the constant introduction of newer and better products. We may no 
longer export large volumes of basic or simple manufactured products. 
These exports are being replaced by increasing volumes of products 
in the form of adv anced products, and services in the form of man- 
agement and technical know-how and patents—which return funds 
to the United States in the form of royalties, fees, and increased 
dividends in the same manner as exports. We, of all peoples, should 
not try to resist technological change and its impact on trade patterns. 
Rather, we should welcome it and. maximize its potential advantages 
to us. 

This change in the structure of trade, we know, is true even here 
at home. The horse-drawn buggy gave way to the automobile. Cer- 
tainly some buggy manufacturers had to learn new skills. But all 
of us have profited immensely from the change and advancement in 
our standard of living and the power for growth the change has 
given our economy. 

Particularly significant is the fact that our labor force, as a whole, 
has the potential for further upgrading in terms of capability and 
earnings. The great number of engineers, professional people, man- 
agers, skilled and semiskilled wor kers, has become the dominant crea- 
tive factor in our economy. Meanwhile, the number of nonskilled 
workers has diminished. 

In summary, I should like to emphasize that I strongly believe 
it is in the best interest of the United States to foster a policy of 
further opening all the markets of the free world to our technologically 
advanced products. Any attempt to improve our balance of pay- 
ments through restrictive trade policies would do incalculable harm. 
Policies which would restrain the importation of products of overseas 
workers, when these imports are used to pay for the advanced els 
nological products of our highly skilled industries, as well as the 
exportable production of our farms, our mines, and our forests— 
which still constitutes a major portion of our total annual exports— 
would be disastrous to our economy. Its consequences would be the 
decline of American industrial efficiency and competitive vigor. 
Rather than being concerned about whether some products may be 
priced out of world markets, we should concern ourselves with being 
sure that we do not make a hasty move to fence out competition, 
because this same fence would fence in the exports of our vigorously 
growing and technological advanced industries. I believe the same 
would hold true for our technologically advanced farms, mines, and 
forests industries. 

(The tables referred to are as follows :) 
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Burroughs Corp.—Comparison of U.S. exports and imports, 1950-59 


(Thousands of dollars] 








eT 000 
Total Total Net Total Total Net 
exports || imports exports exports || imports | exports 
Oe ctd2ced 10, 045 2, 888 7, 157 Ee dcecusewnsonn 16, 460 618 15, 842 
1953...-.-----------| 11, 060 1, 796 eo TS reas 15, 225 378 14, 847 
MSc cccgsanaas, | = Eagpee | 1, 381 | 9 O78 jf 1008... |  Bieae 756 16, 815 
Rs 5a secu | SRE 1, 108 $4, O00: 19006. 55.28 | 20,312 770 19, 542 


{ 
1[neluding shipment of equipment, parts, supplies to Canada and international sub- 
sidiaries and dealers. 

Senator Corron. Thank you, sir. We appreciate very much your 
testimony. I have no questions. I asked my questions as you pro- 
ceeded. I think it is a most interesting statement. 

The next witness is Mr. N. R. Danielian, president of the Interna- 
tional Economic Policy Association, Washington, D.C. 

Mr. Danielian. 


STATEMENT OF N. R. DANIELIAN, PRESIDENT, INTERNATIONAL 
ECONOMIC POLICY ASSOCIATION, WASHINGTON, D.C. 


Mr. Danievian. Mr. Chairman, my name is N. R. Danielian. I 
appear here today as president of the International Economic Policy 
Association, which is an organization of American business cor- 
porations. 

In order to save the time of the committee, I would like to enter 
my statement into the record as if it is read. 

Senator Corron. We will be very glad to receive your statement and 
have it appear in the record. You may comment or amplify on such 
portions as you desire. 

Mr. Dantevian. I would like to expound some overall concepts 
which I hope will act as a guide in analyzing and developing new 
policies for the Government at this time in our history, which I con- 
sider a transitional period in the international economic policies of the 
United States. 

First, it seems to me that we need to try to define the major objec- 
tives of our international economic policies today. Obviously the 
first and perhaps most. important objective should be the maintenance 
of the strength of the U.S. economy and its continued growth, because 
after all, our ability to sustain a deterrent position with respect to con- 
flicting ideologies depends upon our ability to maintain the strength 
of our economy and its growth. 

By “growth” I mean sufficient growth of the economy to absorb 
the improvements in technological production, plus sufficient growth 
to absorb the annual increments to the labor force in the United 
States. 

Secondly, it seems to me that we have also, in order to maintain our 
are in the world, as the center of the free world, the responsi- 

ility to assist the growth, the economic growth and technological de- 
velopment of allies and friendly nations and independent nations, and 
to concern ourselves with the viability of their economies. 

Within the framework of these two major objectives let us sum- 
marize briefly what has been the results of the policies adopted since 








140 


FOREIGN COMMERCE STUDY 


1945. The policies adopted by the U.S. Government in the postwar 


years has had two major objectives; namely, the reconstruction of 
the war-devastated countries and secondly the bridging of the so- 
called dollar gap. 


The first was well understood, because it was physical and visible, | 


The second was not too well understood. The dollar gap, of course, 
meant a deficiency of purchasing power by other countries in the 
United States with which to buy our goods. We developed a series 
of economic and financial policies from Bretton Woods, or for that 


matter, UNRA, on, to the latest Mutual Security Act, which has had. 


the design of helping reconstruct some of these war-devastated coun- 
tries, and at the same time to give them dollars with which they could 
make their currencies convertible and trade with us more easily. 

Now, it seems to me that these two objectives have been completed 
as of this time. That is why I think we are entering a transitional 
period. The significance of the balance of payments situation and 
the rise in the reserves and gold holdings of other countries is that 
not only have we met the requirement of reconstruction, but we have 
also achieved the transfer of sufficient purchasing power from the 
United States and, by and large, at the expense of the U.S. taxpayer, 
of purchasing power in the hands of these foreign governments. 

They have, therefore, been able to satisfy their current import re- 
quirements, purchases in the United States, and over and above that, 
they have been able to increase their dollar holdings and gold holdings, 

This increase since 1950 has amounted to about $17.4 billion. Now, 
it seems to me that the two major purposes of our economic and 
financial policies of the past decade and a half have been achieved. 

Now, we confront new challenges. In this new situation we still 
have the problem of maintaining our deterrent capability, which 
means of course large military expenditures and also those phases 
of the mutual security program that help us maintain bases and other 
establishments abroad which are necessary in the present state of our 
military technology to maintain this deterrent power. 

In addition to that, we are confronted with what is now called 
the North-South problem, the problem of aiding the underdeveloped 
areas. 

Now, the purpose of the export program, it seems to me, is to 
create enough of a surplus in our ability to give goods and services to 
other countries whereby we can achieve these purposes. If we didn't 
have to have foreign aid, if we didn’t have to have the military estab- 
lishments abroad, I doubt very much that we would be confronted 
with this serious dollar balance problem today. 

Consequently, we must think of achieving these objectives without 
the deleterious effect of the devices and financial institutions that we 
have created in achieving them. 

To create an export surplus in order to achieve these purposes, 
certain suggestions have been made, such as those made this morn- 
ing to create a widespread sales effort abroad. I think perhaps it 
would help if we analyzed the prospects around the globe for our ex- 
ports with some greater attention to the conditions that exist in the 
different parts of the world. 
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I think perhaps we can analyze this in three categories, the Iron 
Curtain countries, which probably do not, at the moment, provide very 
great opportunities for expansion of exports. Recently, about 2 
months ago, I noticed in the paper that Russia was selling 10,000 
automobiles in the United States, and I wrote to Mr. Mikoyan sug- 
gesting that perhaps in the interest of reciprocity they might allow 
American automobile companies to establish agencies in Russia for the 
sale of consumer goods, automobiles, which apparently are in short 
supply in Russia. I have not yet received a response. [Laughter. | 

Of course, Mr. Mikoyan would be very glad to obtain machinery, as 
the papers have it recently, a large textile plant was arranged for near 
Moscow. ‘They want machinery but not consumer goods. 

As a whole, I should say that our prospects of increasing exports in 
the present political context to the Iron Curtain countries are not very 
bright. 

Then there are the underdeveloped countries. 

In the underdeveloped countries, I am afraid mere salesmanship is 
not going to achieve much results because the conditions that limit 
their ability to import are not easily manageable. By and large, they 
are the result of lack of sufficient dollar purchasing power, and unless 
we can solve that problem, I doubt very much that mere salesmanship 
is going to accomplish an appreciable increase in exports. 

ently, I made a 7-week trip in South American, and country 
after country, with the possible exception of Venezuela, suffers from 
dollar shortage. 

An automobile, I was told, would cost—a low-priced automobile, the 
standard Ford or Chevrolet or Chrysler, would cost about $18,000 in 
Brazil and Chile, and you would have, in all likelihood, to smuggle 
the machine by one means or another into the country. 

In these countries I think we confront a much bigger problem than 
mere salesmanship. We confront the problem of resource develop- 
ment, whereby they will be in a position to meet some of their own 
needs and conserve some of their external purchasing power for the 
purchase of United States products. 

Take Brazil, for instance, Brazil uses about 42 percent of their 
revenues of coffee exports for the purchase of petroleum, and that 
amounts to pretty close to $300 million a year. 

Now, if Brazil is to become a major or an increasing market for 
U.S. products, it seems that some solution to the fuel problem of 
Brazil is going to be necessary. 

Now, unfortunately, they have a Government-owned monopoly in 
petroleum, and they are in an ideological conflict as to whether U.S. 
taxpayers’ money should be used in developing a Government-owned 
monopoly in petroleum in Brazil. 

But Harandiiee of this legitimate concern on our part, with regard 
to the way things are done in these other countries, the economic fact 
is that Brazil would not become a large factor in our export markets 
until that fuel problem and some of their food problems, food import 
problems, are resolved. Then they will be a great market for Amer- 
ican machinery. 

And I think you can multiply these examples in most of the under- 
developed countries of the world, where there is a shortage of dollar 
earnings with which they could buy all the things they want. 

55506—60-——10 
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Therefore, an export program in those countries should concern 
itself with the primary problem of solving their basic external eco- 
nomic relationships. 

In the third place, we confront the industrialized nations of West- 
ern Europe and Japan, where, as a result of the improvement in 
their dollar balances, they do provide opportunities for increasing 
exports. There, I think, the moves being taken by the administration 
must be welcomed, but I think there are two observations that I would 
like to make with regard to these efforts. 

First, many of the impediments to U.S. imports are not negotiable 
under GATT, and perhaps attention should be paid to a country-by- 
country and bilateral negotiations between the State Department and 
the foreign offices of these other countries to improve the internal 
market conditions, such as, for instance, high taxes on horsepower of 
automobiles, and various other internal impediments. 

Secondly, in all this discussion I have failed to find any reference 
to price. Whether or not the elimination of these impediments will 
increase market. for U.S. products will depend on price. 

It seems that one of the first things this committee and the De- 
partment of Commerce needs to do is to make a price comparison of 
standard products, and by standard products, I do not mean staple 
products, such as cotton and grain but standard industrial products, 
metal products and comparable units of machinery, and so on—and 
let us find out what the comparative costs and prices are between 
countries. And if my elementary economics does not deceive me, 
other things being equal, price is going to determine the markets in 
which products are going to be purchased. 

Now, in this context, confronting this question of the balance of 
payments, we have to decide exactly at what stage of this interna- 
tional financial machinery we have any control. 

Every student and study of this subject comes to the conclusion 
that the unfavorable balance of payments cannot continue. 

Now, the question is: Putting yourself in the position of the See- 
cretary of the Treasury, let us say, What instruments are available 
to contro] this situation / 

The Secretary of the Treasury cannot control prices in the United 
States. He cannot control wages. He cannot control cost of raw 
materials. He, in fact, has only two instrumentalities in his pos- 
session. One is the interest rate and the other is the contro] and 
allocation, geographical distribution of U.S. Government expendi- 
tures. 

Now, I was concerned this morning with reference to the possibility 
of controlling international private investments. 

I think that that would be a limitation on the freedom of enter- 
prise completely contrary to our concept of business and government. 
But, on the other hand, I think the Government has a perfectly 
legitimate right to control the direction in which the U.S. taxpayers’ 
money is spent. 

Now, the process of investment through public funds, through the 
multiplicity of organizations we have created, ICA, Development 
Loan Fund, even World Bank and other institutions, these are funds 
that are saved not under conditions of free choice by the taxpayer; 
they are taxed, This is involuntary saving. And they are spent in 
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countries, not by free choice of the investor or saver but by the choice 
of the Government and the decision of public officials with a national 
purpose in mind, which may not altogether be economic. It may 
be political in nature. tay 

It seems that in those cases to pretend that any restriction on the 
expenditure of these funds to solve a problem that confronts the 
country today is illiberal or contrary to public policy, and so on, is 
belied by the fact that we are dealing with involuntary savings and 
controlled investment of taxpayers’ money, and it seems the Govern- 
ment’s responsibility is to use these funds in such a way as to 
strengthen the U.S. economy and to help solve, we hope, temporary 
difficulties in international balance of payments. But to go to the 
other extreme of saying that private investments should be so con- 
trolled, or you migh equally say, perhaps, we should set limitations 
on the number of passports we issue to travel abroad, these things are 
limitations on personal freedom upon which our country has been 
based. 

Therefore, I come to the conclusion that if these difficulties con- 
tinue, and I am afraid they will continue because of price dispari- 
ties, then the first place to look for relief would be in those areas of 
the Government’s responsibility where they have a legitimate and 
legal responsibility to control expenditures. 

want to make one final comment on two proposals made this 
morning. 

First, the proposal by Mr. Gardner that gold must be guaranteed— 
gold payments may be guaranteed. 
~ Well, it seems that they are guaranteed now under the present 
law when the foreign central banks can claim gold any time they 
want. So that is no additional help. 

But the Triffin plan is a very interesting one, and I think you are 
going to hear much more of that, and I think for that reason per- 
haps we should comment on it. 

The Triffin plan, as I understand it, is a method of giving the In- 
ternational Monetary Fund control over these balances; the Monetary 
Fund would be in charge of investing them in the United States, and 
they cannot withdraw them at will. 

Now, that does not solve the balance of payments problem. It 
might freeze the foreign investments here so that they may not create 
a financial crisis. But I personally asked Dr. Triffin what would be 
the long-range effects of continued imbalance of payments in the 
amount of two to four billion, and would it not be a continuing transfer 
of purchasing power from the United States to foreign accounts, 
which would go to rebuilding their foreign investments in the United 
States? 

The answer was yes. 

I said, What is the long-range solution to this? 

The answer was the long-range solution to that is to decrease prices 
in the United States and increase prices abroad. So again we end 
up with the impasse. The freezing of foreign investments in United 
States is not a long-range answer to this question of balance of 
payments. 

In conclusion, therefore, I suggest that we consider our foreign 
obligations, maintaining our foreign military establishments as well 
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as aiding foreign countries, as a means of sharing our know-how and 
our industrial capacity, unlimited and unhampered by shortage of 
gold and shortage of credits or this balance of payments problem, 
It is a question of peacetime mobilization of our resources whereby 


we give our know-how and capital to the development of underde. | 


veloped countries. 

If we do this, the growth rate of U.S. operations will increase, the 
tax base will increase and we are going to be able to give a larger share 
of our productive capacity for this challenge that is ahead of us, the 
improvement of the economic conditions of countries whom we must 
have on our side in our generation and in the next generation, if there 
is going to be security for our children and grandchildren. 

Now, I dislike to tie these concepts with slogans such as “Buy 
American,” and so on. The way I conceive of this is the same kind of 
mobilization of resources which in wartime, without regard to cost, 
made it possible for us to produce a hundred thousand airplanes within 
continental North America, between Canada and the United States, 
I think we are setting ourselves artificial limitations on our capacity 
to help the underdeveloped countries by still tying our program to the 
old objectives of increasing the dollar resources of the industrialized 
countries. That job has been done. From now on, the job is some- 
thing new. The job is to put our know-how and capacity to work to 
help the underdeveloped countries, and in that process we will be 
able to increase our own productive capacity, our tax base and will 
make it possible for us to share a larger part of our productive capacity 
with other countries. 

Mr. Chairman, this program can be spelled out in its details with 
respect to individual actions to be taken to accomplish this purpose, 
but I think that each one of our financial devices, Development Loan 
Fund, IDA, World Bank, those devices must be reexamined with a 
view to whether they are designed to meet the problems of the past, 
the dollar gap problem, and giving Western Europe and Japan pur. 
chasing power, or whether they are designed with the problem of 
putting our productive capacity and know-how to work to help the 
underdeveloped countries. 

If we didn’t have the military problem and the foreign-aid prob- 
lem, I am quite sure we would not have the balance of payments 
problem. 

Now we are confronting the proposition of maintaining our objec- 
tives, instead of retreating, and putting our productive resources to 
work without being tied down with this rather fiscal and financial 
problem of whether we can pay gold to meet the demand deposits of 
other nations. 

Thank you very much. 

Senator Corron. Our military expenditures have not been all lost 
in regard to our foreign trade, have they ? 

It has been my observation, when I have visited other countries, 
that our GI’s get over there and proceed to go to the PX and get their 
American goods and proceed to take over their washing machines and 
their household gadgets, that thereby they create quite an appetite on 
the part of the people of that country for American goods. 

Isn’t there some truth in that? 
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Mr. DanteviAn. I am sure there are many American goods con- 
sumed, not only by our GI’s but by the example of our GI’s by natives, 
too. 
I have to take the Government’s figures. They say we spent $3 
billion for military expenditures. 

Senator Corron. What I am talking about is peanuts compared 
with the general outlook, I understand that. Nevertheless, our occu- 
pation over there has been in a sense an unconscious sales organization. 

Mr. Dantevian. Yes. 

Senator Corron. I observed in the places I visited that the native 
citizens of the country were all the time planning means of getting to 
the PX and buying American-made goods. That is particularly 
true in—well, I won’t name the countries—but we have realized 
something on that, haven’t we? 

Mr. Danrerian. I think the development of tastes for American 
products is worldwide. No question about it. 

Senator Corron. Now, you spoke of the one-commodity countries 
like Brazil. 

It is reasonably clear that they must improve their export earnings 
to buy our exports. 

How do you suggest that we can help them improve their sales of 
their cash commodities ? 

Mr. Danteuian. I think the matter of increasing their sales depends 
upon worldwide taste for their product. But I do think there is the 
other side of that equation. If they have to use their current annual 
external income for the purchase of consumption goods, such as, for 
instance, grains and petroleum, let us say, they don’t have much leeway 
to buy machinery for their internal development. I think that one 
of the first things to be done in countries of that kind is to solve their 
basic resource development problem, so that more of their external 

Senator Corron. That is exactly my question. 

I understood perfectly. We are speaking of a country with one 
main commodity that they have to rely upon to get their dollars to buy 
something else. 

Now, if they have only this one commodity to supply, to sell to us, 
and to other countries, to get their dollars, how do we cooperate with 
them and how do they improve their dollar situation, these one-com- 
modity countries? How do we go about it ? 

Mr. Dantextan. | think in the case of Brazil, production of grains 
tomeet more of their own food needs and also internal development of 
their petroleum resources would be the first two answers to that ques- 
tion. 

Now, the third, how do they expand the consumption of coffee 
around the world ? 

There is the question of developing tastes and habits for coffee. 

I do think that Brazil, which has annual external income, between 
$1.3 billion and $1.5 billion, is in fairly good shape to import more 
stuff if they could really meet their current consumption problem. 

Now, in making loans to them, we have a choice of making balance 
of payments loans, which is really like consumer credit ; we make them 
a balance of payments loan, they ben the things they consume that year 
without any long-range effect upon their resource development. I 
think in a case like that, our loans should be for project loans which 
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help them develop their resources so they can rectify their external 
balance of payments. 

Now there, as I say, I don’t want to go on record as definitely favor- 
ing that particular program at the present time because I think their 
way of going about it, through government monopolies, raises an 
idealogical problem about which our organization feels very strongly, 


because we feel that the conflict with communism is primarily a con- 
flict as to who controls savings, who controls investment, who owns 
industry and jobs. If all these countries, even though they may be 
friendly to us, insist on going in that direction, we may find that social 
structures in their countries as well as ours may be gradually changing 
over a period of years in the direction of less freedom instead of more 
freedom. So that we would prefer these developments to take place 
under the aegis of privately owned organizations. 

By privately owned, we don’t mean American owned necessarily, 
They may be native owned or they may be owned by partnerships. 

Senator Corron. Thank you, Mr. Danielian. 

(The complete statement of Mr. Danielian follows :) 


TESTIMONY OF N. R. DANIELIAN, PRESIDENT, INTERNATIONAL ECONOMIC PoLicy 
ASSOCIATION 


I. INTRODUCTION 


My name is N. R. Danielian. I am appearing today on behalf of the Inter- 
national Economic Policy Association as its president. The membership of the 
association consists of American companies and individuals with a common in- 
terest in encouraging the development of effective U.S. international economic 
policies and programs, in bolstering the national security, and in stimulating 
economic development abroad through private investment and private owner- 
ship. The association was formed upon the premise that given a condition of 
military stalemate or “deterrence of terror,” the struggle between totalitarian 
systems and free nations will continue in an intensified form in the area of 
political and economic institutions. 

I appreciate the opportunity to present a few observations on the “balance of 
payments” and U.S. exports. This committee is to be commended in taking the 
initiative to explore the critical question of what is happening to our export 
trade. I wish to state also that we are very much indebted to the staff of the 
committee who have always been cooperative and responsive. 

The deficit in the international balance of payments position resulting in an 
outflow of gold from the U.S. Treasury in the past 2 years makes the subject of 
U.S. exports a vital topic at this time. 


II. OBJECTIVES OF THE ASSOCIATION 


The association believes the United States is now confronted with the necessity 
of reexamining its international economic policies to determine whether they will 
accomplish our long-range goals. To assist in this reexamination, the association 
has adopted the following four basic objectives or yardsticks whereby to evaluate 
proposed policies and programs: 

1. The maintenance of adequate U.S. and free world deterrent military 
power. 

2. The strength and continuous growth of the U.S. domestic economy, the 
necessary rate of growth being defined as that sufficient to absorb techno- 
logical improvements in productivity and the annual increments to the labor 
force. 

3. The viability of the economies of our allies and independent nations 
and the rapid economic development of underdeveloped countries, encouraged 
with particular attention to the creation of complementary rather than 
competitive economies. 
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4. The pursuit of these objectives within the framework of private owner- 
ship of property and private enterprises—the historical foundations upon 
which the institutions guaranteeing individual freedom, protection against 
arbitrary action of government, and parliamentary representative govern- 
ments have developed. 

We try, therefore, to evaluate problems affecting international economic poli- 
cies in the light of these four principles. We shall try to do this specifically 
with regard to recent developments in U.S. exports and our balance of payments 
problem. 

Perhaps it would help the committee to understand my point of view and the 
analysis I shall present if I gave a brief personal history. My whole educational 
and professional background has been in the field of economics. I received the 
A.B. degree from Harvard in 1928, having majored in economic theory, then 
received an M.A. degree in 1929 and a Ph. D. in 1932. I was an instructor there 
in economics until 1935. 

When I came to Washington in the thirties I became interested in the St. 
Lawrence Seaway. As director of the St. Lawrence survey in the Office of the 
Secretary of Commerce until 1945, I made an exhaustive survey of the foreign 
trade potentials of the Great Lakes tributary area. The results were published 
in seven volumes. 

After 1945 I resigned from the Government and represented various Middle 
Western industries, States, and communities on the development of the Great 
Lakes water resources—first as vice president of the National St. Lawrence 
Association, then, since 1952, as president of the Great Lakes-St. Lawrence Asso- 
ciation. I still hold that position. 

Since 1945 I have been close to the evolution of our foreign economic policy, 
from UNRRA through the British loan, Bretton Woods, Marshall plan, mutual 
security, and reciprocal trade. 

As trade is the very livelihood of transportation, I was naturally interested 
in the impact of these programs on the prospects of the Great Lakes and the 
St. Lawrence project. For this reason also I was particularly concerned when 
in 1958 and 1959 the U.S. balance of payments problem became serious, and have 
been much interested in the relationship between the balance of payments deficits 
and U.S. exports as president of the International Economic Policy Association. 





III. DEFINITION OF THE BALANCE OF PAYMENTS PROBLEM 


Let us first define the balance-of-payments problem confronting the United 
States at this time. 

It is established that from 1950 to 1957 the U.S.A. has been running a balance- 
of-payments deficit of approximately 144 billion. There was an interruption in 
this situation in 1956-57 because of the Suez crisis requiring unusually large 
procurement in the United States. In 1958, however, balance-of-payments deficits 
amounted to 3.3 billions and in 1959 to 3.7 billions. 

In the past months because of the seriousness of this problem the specifics of 
the development of these deficits have been discussed in great detail by many 
economic experts.’ I shall not review here the basic facts of our balance-of- 
payments situation which are well-known to this committee, but am including 
chart I from the Piquet study to present the statistics.* In general, the various 
studies agree— 





1“Exports, Imports, and the U.S. Balance of International Payments,” by Dr. Howard 
8. Piquet, senior specialist in international trade and economics, the Library of Congress, 
Legislative Reference Service, March 1960, Washington, D.C.; “The Balance of Payments 
Problem,” by Hon. Robert B. Anderson, Secretary of the Treasury, Foreign Affairs Quar- 
terly Review, April 1960, p. 419; “National Objectives and the Balance of Payments 
Problem,” a statement on national policy by the Research and Policy Committee of the 
Committee for Economic Development, February 1960; ‘The Balance-of-Payments Prob- 
lem,” by John J. MeCloy, chairman, board of directors, the Chase Manhattan Bank, at the 
annual dinner of the Investment Association of New York, Dec. 15, 1959: “The Deficit in 
the American Balance of Payments and the U.S. Foreign Economie Policy,” by Mr. Gott- 
fried Haberler, professor of economics, Harvard University, before the Committee for a 
National Trade Policy, Inec., conference on trade policy, January 1960, Washington, D.C. : 
“The Cause and Cure of Disequilibrium in the Balance of Payments of the U.S.,” by C. P. 
Kindleberger, professor of economies, Massachusetts Institute of Technology, before the 
Committee for a National Trade Policy, Inc., conference on trade policy, January 1960. 

* Piquet, supra. 
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1. that the imbalance of payments is excessive and 

2. that it should not continue. 
They also agree on the causes: our military expenditures abroad, our transfers 
of capital on private investment and Government aid accounts, and the increase 
in imports in relation to exports. 

It should be explained briefly why the United States cannot continue to expe- 
rience for a very long period deficits of the magnitude which occurred in 1958 or 
1959 or even the probably reduced deficit in prospect for 1960. The U.S. dollar 
is the major reserve currency of the world. If foreign holders of dollars who, of 
course, now have a sizable financial stake in the way in which we manage our 
affairs, have confidence in the dollar’s basic worth and stability, then there will 
be a degree of continuity in the conduct of international financial affairs. How- 
ever, if the deficits continue to occur, there is a real danger that confidence in 
the dollar will be jeopardized. During my recent trip through South America, 
the first question raised by business and financial leaders in every country was 
“When is the United States going to devalue the dollar?’ Of course, my answer 
was, we are not going to devalue the dollar, because the conditions giving rise to 
the imbalance of payments are controllable. 

If the United States is to carry out its international financial responsibilities 
the confidence in the dollar must be maintained. The problem facing the country 
now in regard to balance of payments is therefore to determine how most 
effectively to bring about equilibrium in our overall payments position. 

Since the size of our military forces abroad must not be determined on 
balance-of-payments grounds, and since private investment and our foreign 
assistance program fulfill a vital role in promoting our foreign economic policy, 
an increase in U.S. exports is the most effective means of contributing to the 
solution of the U.S. balance-of-payments problem. 


IV. INCREASING EXPORTS 


It is encouraging that the administration is now consulting extensively with 
American business leaders, to hear their recommendations as to how and in 
what categories other nations can be induced to lower their barriers against 
American goods and services. 

Secretary of Treasury Anderson, Under Secretary of State Dillon, Former 
Assistant Secretary of Commerce Kearns, and others have done persuasive work 
in visiting friendly nations and selling them on the need for trade reciprocity. 
We commend these efforts and hope that their leadership will persuade others 
in lower echelons of responsibility in executive agencies that our economic as- 
sistance program and other international economic policies should be so ad- 
ministered as to contribute to an increase in U.S. exports. 

In a speech at the Cincinnati Council of World Affairs on February 19, Under 
Secretary Dillon expressed optimism that the barriers against U.S. goods 
are being lowered throughout the free world. He said, in part, “The drive 
to remove quantitative restrictions on dollar goods has received so construc- 
tive a response and has developed such momentum that we can reasonably 
hope that by the end of the year, discrimination against our exports will be 
almost a thing of the past.” 

We hope that Mr. Dillon’s optimism is justified. I might add that the chances 
of success are much improved by this prospect of high level American officials 
visiting foreign countries and speaking candidly with their counterparts in 
those nations. Frankly, much of the discrimination against U.S. goods lies 
in the administrative policies of certain nations, with their import license re- 
strictions, taxes on imported consumer items and other hidden barriers. These 
barriers can be lifted by government consent, when friendly persuasion is 
used effectively. However, will the removal of restrictions on U.S. exports 
abroad and the encouragement of these exports by the U.S. Government 
be adequate to increase our exports sufficiently to substantially improve our 
balance-of-payments situation? There is no assured answer to this question. 
There seems to be the general assumption that what we need is more good 
old fashioned American salesmanship. One would be more confident of the 
success of these efforts if the underlying causes of our balance-of-payments 
problems were more clearly understood. 

There are a certain number of countries, mostly the less developed, where 
import controls on U.S. goods are necessitated by insufficient dollar earnings. 
In those countries, no amount of high powered salesmanship is going to relieve 
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the shortage of dollars with which to buy American products, even if the prices 
were right. Foreign aid in the short run, and resource development, in the 
long run, are the answers in those cases. 

Take Brazil for instance. There is a need there for almost everything we cap 
export, but they can’t import because they can’t pay. A new Chevrolet or Ford 
or Chrysler would cost, I was told, $18,000 and as likely as not, has to be 
smuggled in by one of a variety of ingenious devices. Because Brazil cannot 
pay for all the imports it needs, it has established strict controls on imports, 
and has encouraged domestic industry through protection. 

How can we increase exports to Brazil? We could, of course, give Brazil 
balance of payments loans, provided procurement takes place in the United 
States. But this would be giving them what amounts to consumers’ credit, if 
they spend the money on current consumption. This approach to foreign aid 
is a bottomless pit. Or we can give them investment capital to develop those 
resources which are currently a drain on foreign exchange. An analysis of their 
imports and their exports would seem to indicate that petroleum and fuel 
imports take up over 20 percent of their external earnings, in the neighborhood 
of $300 million. If Brazil could become self-sufficient in fuel, it would be able 
to use this amount of money to buy other things. In short, to expand markets in 
Brazil, one has to help them solve their petroleum problem. 

Here we get into another difficulty. Brazil has established a government- 
owned oil monopoly, Petrobras. There is understandable opposition to using 
U.S. taxpayer’s money to assist a government-owned monopoly in Brazil. There 
is, therefore, an impasse. If Brazil would convert Petrobras into a private. 
owned enterprise, owned and controlled by Brazilian nationals, we might resolve 
this ideological conflict and in a 5-year period, solve Brazil’s fuel import problems 
and open up large markets for other American products. 

I have dwelt on Brazil at some length to illustrate the point that expansion 
of markets for American products is not just a problem of salesmanship. In 
countries where fiscal difficulties are the reasons for limitation of imports, we 
must resolve the fundamental foreign trade issues before we can open up new 
markets. This kind of situation exists in country after country, with variations 
of underlying facts. 

To repeat, in these cases, foreign aid in the form of project loans, in the short 
run, and resource development, in the long run, to make dollar earnings available 
for capital purchases, will be the principal means of increasing exports to less 
developed countries. The U.S. industrial community, no less than the US, 
Treasury, has a vital stake in the solution of these problems country by country. 

The next question is, Will foreign economic aid to underdeveloped countries 
result in an increase in U.S. exports? The answer to that question depends on 
price comparisons and administrative techniques. 

One of the basic policies of the United States since 1945 has been to make 
purchasing power available to other countries for two purposes: to buy the 
goods they needed here for current consumption and for reconstruction, first 
in Europe and now on a worldwide basis; and to build up their monetary 
reserves in this country to finance their commercial transactions. Beginning 
with UNRRA, the British loan, the Bretton Woods agreements resulting in the 
International Monetary Fund and the World Bank, the Marshall plan, the mutual 
security program, and the subsidary institutions that have been sponsored under 
the various statutes, money, and credits have been made available to other 
countries on a substantial scale. 

As long as this country was the only place, during the early part of this 
period, where much of the goods and services needed could be purchased freely, 
the transfer of purchasing power under these programs resulted in an expansion 
of exports. Beginning in 1950, however, these countries started, in addition to 
buying goods here, to use part of the receipts to build up dollar balances which 
they placed in bank deposits or bought short-term treasury notes, or invested in 
other liquid forms and in some cases they preferred to take the money out in the 
form of gold. 

In the case of the Marshall plan the transfer of purchasing power took place 
directly to the European countries and they could buy goods in the United States 
or anywhere else, or accumulate reserves. In the case of the economic phases 
of the mutual security program this happens indirectly. We make the credits 
available to aided countries, they can spend these moneys in Japan, or Europe, 
and these countries are then in a position to use these dollar earnings either to 
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puy goods, gold or to build up their dollar reserves. From 1950 to 1959 there was 
an overall increase in foreign gold and liquid dollar assets of $17.4 billions. 

In other words, we recognize the deficiency of their purchasing power. We 
were willing to see some of our programs be used in building up their dollar 
reserves to a point of acquiring international liquidity. Thus we were immi- 
nently successful in accomplishing these two purposes of our aid programs: 

(a) the reconstruction of Europe and Japan, and 
(b) the bridging of the “dollar gap” and building up their reserves to a 
point adequate for their international trading needs. 

The general public understood the first of these objectives but the second, the 
dollar gap problem remained somewhat vague. Suffice it to say, that both of 
these objectives have been achieved and they no longer should be considered a 
major factor in our foreign aid programs, as long as those industrialized coun- 
tries can maintain their presently ample reserves in this country at a satisfactory 
level and can keep replenishing them through their commercial exports. 

This situation raises two questions: Why is an increasing amount of procure- 
ment under our foreign aid programs taking place in third countries; and why 
don’t these third countries spend more of their dollar earnings in the U.S. mar- 
ket, instead of building up reserves? 

These questions are not adequately answered by existing studies. We have 
been unable to secure commodity price comparisons as between various indus- 
trial countries from governmental agencies. The only studies available are 
price index comparisons. 

It would be helpful to obtain figures on prices and costs on individual products 
in different markets rather than using price indexes. Let me give you an exam- 
ple. A commodity that is originally priced say at $5 a unit in a foreign country, 
may cost $7.50 in the United States. If the prices or costs should go up to say 
100 percent, although the rate of increase is the same in the two countries, in 
the first country the commodity would have increased in price to $10 a unit, in 
the United States to $15; and the disparity of prices between the two, though 
still 50 percent, would have increased from $2.50 per unit to $5 per unit. Add the 
fact that in the earlier period, the product might not have been available in 
sufficient supply for export by other industrial countries, but now it is easily 
procurable there. I submit that such a disparity in prices might cause changes 
in management decisions with regard to source of supply. Thus, it is not enough 
to compare rates of inflation, it is more important to know discrepancies of costs 
and prices in dollars and cents terms between countries. To my knowledge no 
such information has been given to explain why foreign countries are not buying 
as much in the United States in proportion to their resources as formerly. 

As our foreign economic aid program, both through bilateral and multilateral 
institutions, is devoted mainly to building up the so-called economic infrastrue- 
tures of foreign areas, in power, transportation, communications, roadbuilding, 
and harbor developments, it is desirable to make the price comparisons in products 
involved in these undertakings before we can trace the impact of the foreign 
aid program on our exports and balance of payments. 


V. NEED FOR REEVALUATION 


If the price comparisons of these U.S. products with foreign manufactured 
goods indicate that our products are “being priced out of the world market,” 
then it would seem to me that there is no reason why our economic policies 
cannot be legitimately reviewed. Our past policies have stimulated the pro- 
ductive capacity of these countries, have given them dollars in which to buy 
goods in the United States, and to build up their balances to a satisfactory 
level. However, we should not confuse “trade policy” with “aid policy.” There 
is nothing in classical economic theory that says a country investing money 
abroad must export gold and bonds or stocks. On the contrary, the whole 
concept of export of capital is not entirely the transfer of purchasing power, 
basically it must be the exportation of capital goods. 

Purchasing power which is obtained from tax money or through the sale of 
bonds by the Treasury and transferred to foreign account, and not used to 
buy U.S. goods, but left on deposit in the banks or used to export gold—must 
surely have the effect of slowing down the rate of operation of U.S. industry. 
Considering the amount of time given to the discussion of the question of the 
rate of growth of the U.S. economy, it is surprising that so little attention 
has been paid to this very substantial influence on the rate of growth of U.S. 
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| 
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production. The transfer of purchasing power without creating demand for | 


U.S. products may well be reflected in the unused capacity and the unemploy. 
ment that seems to be a persistent characteristic of our economy even today, 

Whereas there is definite limitation, as described by such high authorities 
as the Secretary of Treasury, that we cannot continue indefinitely paying out 


more dollars than we receive from abroad, and there is definite limitation | 


therefore on our ability to transfer credits and gold, there is no limitation, 
except our productive capacity and our willingness to tax ourselves, to the ey. 


tent of economic assistance we can give to underdeveloped countries. If we | 


ean only use our plant capacity 7 days a week instead of 5, we would increase 
in those industries our production by 30 percent. If they go on double shift, 
production may be increased by nearly 100 percent. The limitation, under 
full employment, would be labor supply. If we can put 4 million out of the 5 
million unemployed behind the lathes, drills, and the milling machines, we would 


increase our gross industrial production by more than 10 percent. This would i 


increase our gross national product, our tax revenues, and would put us in q | 


position to satisfy the needs of underdeveloped countries with proportionately 
less impact upon our budget and international payments. 

Specific price comparisons are also important in determining how best to 
increase our exports into the more highly industrialized areas. If it is found 
that, say in the Common Market area, even with the elimination of import 
restrictions and tariff reductions, our products still cannot compete on a price 
basis, then a number of new propositions, designed to reduce costs and prices, 
must be considered. What opportunities there are in this area need to be 
explored. For instance, is there some relief that can be given U.S. industry in 
depreciation accounting? Is there sufficient awareness in industrial and labor 
leadership of the seriousness of our predicament and the necessity to hold the 
line on costs over a period of years, so that the results of technological in- 
creases in our productivity can be passed on in lower prices? 


VI. RECOMMENDATIONS 


The association’s first suggestion is that the administration, particularly 
Under Secretary of State Dillon, be commended for continuing efforts in bringing 


about a reduction in foreign discrimination against U.S. exports. Certainly 


much has been done in this field in the last year. 

Second, more effective U.S. salesmanship will probably not solve the problem 
of increasing U.S. exports to countries which have inadequate external dollar 
earnings. In these cases the effort should be directed toward resource develop- 
ment to increase their purchasing power. 

Third, we believe that it is absolutely essential that the whole question of 
competitive prices between the United States and foreign goods be reevaluated 
not on the basis of index comparisons but on the basis of specific price com- 
parisons by product in the industries directly involved in foreign economic 
development. 

Fourth, we suggest that the foreign-aid program should be considered a 
means of exporting U.S. know-how and capital goods consequently putting our 
total productive capacity to work unhampered by considerations of the suf- 
ficiency of the gold supply. We do our mission as the industrial leader of the 
world an injustice by limiting to credit and gold our capacity to give, instead 
of focusing our attention on our productive and creative talent, technology, 
and unutilized factory capacity. 

Our fifth recommendation is that the emphasis to eliminate impediments to 
U.S. exports and to carry on more aggressive sales efforts should be directed 
primarily toward those countries which have ample dollar earnings and reserves. 
These countries are already our largest market. Whether such efforts will 
result in a substantial increase in exports depend, in the long run, however, 
on price comparisons. 

VII. CONCLUSION 


In conclusion, we feel that the United States is passing through a transitional | 
period in its international economic relations. The policies adopted since 195 
have been eminently successful in strengthening our allies, and preventing a0 | 
economic collapse in Western Europe and Japan. We now face new challenges | 
that require new devices and new ideas. The “balance of payments” problem | 
is only a symptom of more serious economic problems, the underlying causes | 
of which will be found only by analyzing in depth and appreciating what has 
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occurred in the past decade in the internal economic structure of the United 
States as compared to other industrial countries and the less developed areas. 
The problems, I fear, are of long-range duration. The solutions must be 
commensurate, in magnitude, duration, and practicability, with the probable 
persistent nature of this predicament in our international economic relations. 

Senator Corron. The next witness is Mr. Robert L. Bean, director 
of world trade division, Chicago Association of Commerce and In- 
dustry. 

Is Mr. Bean present ? 

(No response. ) 

Senator Corron. If not, Mr. P. B. Mackey, president, San Francisco 
Area World Trade Association. 

Is Mr. Mackey present ? 

(No response. ) 

Senator Corron. Mr. Harvey Williams, president of the Philco In- 
ternational Corp. 

Is he present ? 

They filed a statement. 

Mr. Martin E. Hearn, director of the international trade division, 
Florida Citrus Mutual. 

Mr. Hearn. Senator. 

Senator Corron. Glad to have you with us, Mr. Hearn. 

Mr. Hearn. Thank you, Mr. Chain. 


STATEMENT OF MARTIN E. HEARN, DIRECTOR, INTERNATIONAL 
TRADE DIVISION, FLORIDA CITRUS MUTUAL, LAKELAND, FLA. 


Mr. Hearn. Mr. Chairman, my name is Martin Hearn. I am 
director of the international trade division 

Senator Corron. Pardon me for interrupting you, but I am here 
alone, and I have to take a phone call. 

May we recess for just 3 minutes? 

Mr. Hearn. All right, sir. 

Senator Corron. Excuse me. 

(Recess taken.) 

Senator Corron. The committee will come to order. 

Mr, Hearn, I am sorry to have interrupted you at your start. 
Would you begin over again, please? 

Mr. Hearn. That is all right, sir. 

Mr, Chairman, my name is Martin Hearn. I am director of the 
international. trade division of Florida Citrus Mutual in Lakeland, 
Fla. 

I am director of the U.S. National Fruit Export Council of San 
Francisco, and I am a member of the steering committee of the Florida 
Conference Group on Food and Drug Problems. 

I think for the sake of brevity and if you have no objection, rather 
than spending a long time reading my statement, I would like to have 
it introduced into the record. 

There are 30 copies with the clerk of the committee, and it is com- 
plete in every detail, but I would like to add one or two points. 

Senator Corron. We will be very glad to have your full statement 
appear in the record. 
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We appreciate your consideration of the committee as well as your- 
self in handling it that way, and we will be doubly interested in the 
points that you wish now to emphasize. 

Mr. Hearn. Mr. Chairman, there is one thing that struck me during 
all these hearings, and that is the fact that little attention has been 
paid to the role that discrimination against American products has 
played in the development of our foreign trade. 

That development extends not only to fruit and fruit products—and 
that affects your State, which grows apples—but also machinery, dried 
fruits, pears. In other w ords, v irtually every range of industrial and 
agricultural commodities are discrimin: ated : against | in some way, shape, 
size, or form by foreign countries. 

Senator Corron. For example / 

Mr. Hearn. For example, in France you cannot sell American ap- 
ples. Every other country in the world can sell apples, but New 
Hampshire can’t sell them. There is a deliberate, naked discrimina- 
tion against the American product. 

That works a double hardship, as I have brought forth in the testi- 
mony. When you get a boatload of apples and “the market price, let 
us say, in Germany is bad, you can offload it at another port where 
the price may be better and not take a loss. But when you have only 
two or three places where you can unload a shipment, you are in a 
lot of difficulty in being sure of clearing a profit. 

These other countries don’t have that problem; they can sell any- 
where they want to. So you can realize what a difficulty that poses, 

Senator Corron. Now, are you referring to—I am sure this is ignor- 
ance right now, but I want to understand, Are you referring to the 
custom in many foreign countries of requiring import licenses ? 

I was in Spain not long ago, and I was talking with the commercial 
attaché at the American “Embassy, and he said that the Spanish peo- 
ple were eager and avid to purchase American commodities, but that 
they were restricted from doing so—there were no tariffs: it wasn’t 
a question of tariffs or quotas, but simply the difficulty of local mer- 
chants being granted an import license to bring in American com- 
modities. 

Now, is that the instrument that is used to discriminate against our 
commodities ? 

Mr. Hearn. That is the instrument precisely, Senator. 

In other words, say you were an importer; you were only allowed 
a quota of $20 for apples. Well, you can’t buy too many American 
apples. But if you have unlimited quota of Italian applies, you prefer 
to buy Italian apples. 

Senator Corron. So by pursuing that method, no one can put their 
finger on it and say there is a legal restriction against American 
products: but, as a matter of fact, in the question of quietly dealing 
with these import licenses, as a matter of fact, it is practiced; is that 
right ? 

Mr. Hearn. That is right. In other words, it is discrimination 
against American »roducts. That is the hardest problem that the 
fruit industry of th s country has had to solve. 

There are 45 fruit-growing States in the Union, and all of them 
are vitally concerned w vith this problem. 
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Industry, likewise, is suffering under discrimination of various 
types. So I feel that one of the major obstacles to be surmounted is 
to have these discriminatory barriers removed. Until such time as 
you do, you are going to labor under difficulties which other coun- 
tries are not having. 

I feel that this committee could very profitably take this matter 

up with the State Department and insist that those discriminaory 
practicesbe removed. de 

The reason for discrimination originally was lack of dollars. That 
no longer exists. 

Senator Corron. Excuse me, Mr. Chairman. I have a question. 

Has your organization approached the State Department on this? 

Mr. Hearn. We have been doing it every year for 7 years. 

Senator Corron. What is your reception / 

Mr. Hearn. Negative. 

Senator Corron. Would you amplify that a little? 

Mr. Hearn. Yes, I certainly will. 

They told us at first there was a problem of balance of payments. 
They assured us that the moment that the balance-of- payments ques- 
tion was resolved, that they would press for complete liberalization. 

We hoped by that—particularly in Great Britain, which is a great 
market for American fruits—that all barriers would be removed. Yet 
I was over in London in October, and they were importing Cuban 
grapefruit and American grapefruit w asn’t allowed in the country. 

Now, it is sometimes difficult to distinguish between agriculture 
and industry, very difficult, because you don’t know whether to define 
canned goods as an agricultural activity or as a commercial activity. 
But the same problem arises there. 

Senator Corron. What is their attitude toward Alaskan salmon? 

Mr. Hearn. I am afraid I am not expert except to go fishing. 

Senator Barrierr. It is wonderful everywhere. (Laughter. ] 

Senator Corron. Excuse me, the chairman now is the distinguished 
Senator from Alaska. 

Senator Barrierr. The question was quite appropriate. 

Mr. Hearn. But on canned citrus juices, for example, we are very 
heavily restricted in England. So you have got an amazing situa- 
tion of Israel buying Florida concentrate, reconstituting it, packing 
it into consumer-size cans, reexporting it to Great Br itain, and getting 
dollars for it. 

Senator Barrierr. It is quite involved. 

Mr. Hearn. We were definitely able to establish that from figures 
issued by the Bureau of the Census. 

Senator Corron. Mr. Chairman, may I interpose another question ? 

Senator Bartiterr. That you may, sir. 

Senator Corron. Iam very much interested in this. 

On page 2 of your statement, which will be in the record, down at 
the bottom of the page, this example that you have which starts : “Even 


more fantastic’”—would you read that tous. I am interested in hearing 
further about it. 


Mr. Hearn. All right, sir. 


Even more fantastic is the situation that has developed on canned citrus 
juices in the United Kingdom. Here again, the United States is significantly 
restricted to a token quota of $840,000 annually, while Israel enjoys unrestricted 
access, as do many other countries, I might add. Israel's supplies of canned 
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juices, though, are inadequate to fill the requirements of the British market (as, 
incidentally, are those supplies obtainable from the British West Indies), so, in 
order to fill the gap, Israel has been purchasing concentrated 58° brix orange 
or grapefruit juice in bulk from Florida, admitting it in bond-duty free into 
Palestine, reconstituting the juice back to single-strength, labeling it under an 
Israeli trademark, and exporting it to Great Britain and other countries where 
the American product is prohibited or significantly restricted, such as France, 
Denmark, Finland, and Iron Curtain areas. 

Senator Corron. Needless to say, I wasn’t directing attention to that 
because Israel] happened to be the country that was referred to, but 
I was curious: What was the origin of this restriction, this particular 
restriction? What isthe history of it ? 

Mr. Hearn. The history behind it was shortage of dollars in Great 
Britain, and they used that, of course, as a plea not to allow dollar 
merchandise. But that excuse is no longer valid, Senator. They have 
got dollars running out of their ears, and they can buy anything they 
want to. Proof of the fact is that they are paying Israel in dollars 
for merchandise which it, Israel, exports to Great Britain. In fact, 
Israel draws dollar drafts on London for sales of citrus. 

Senator Corron. Why does the United Kingdom, then, the purpose 
having been served, desire to continue this? 

Mr. Hearn. That is what we would like to know. 

Senator Corron. You are trying to find out through the State 
Department ? 

Mr. Hearn. We asked the State Department last September for an 
explanation, and the British Government told them that if the 
American product entered the United Kingdom unrestricted, it would 
cause unemployment in the British West Indies. 

Senator Gemma. Was this restriction originally adopted to provide 
a sheltered market for the West Indies, for British Commonwealth 
possessions, that they were never able to avail themselves of? Was 
that the original purpose? 

Mr. Hearn. I don’t think so, sir. They did have a dollar shortage 
immediately following the war. There is no question about it. And 
we recognized that and were patient. In addition, their own British 
colonies enjoy an Empire preferential duty on most of the citrus 
products. So they already havea sheltered position. 

All we are asking is equality with other non-Commonwealth coun- 
tries, nothing more or less. The argument that was brought up to the 
State Department by the British was that if the American product 
were allowed under a restricted access into the United Kingdom, it 
would create unemployment in the British West Indies, and yet in 
January and February Florida is exporting citrus to the British 
West Indies. 

I would like to introduce for the record copies of the exports as 
furnished by the Bureau of the Census. 

Senator Bartierr. It will be accepted. 
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(The export list follows :) 


Export figures of citrus and citrus fruit products to West Indies 


—e-. SS SCrSFSCS”:CO ee eee 


January 1960 February 1960 
Commodity Destination Unit of 


quantity 





Quantity | Amount | Quantity} Amount 


I BIO 5 550-0 o's fo nn 5 nae nn dew smn cassine 











Lemons and limes, fresh..| Bahamas___._.._._.... OG i cctbeiinqithlSlnleudstbtnaeel 3, 004 $366 
PU CREer en AIGLINUD. F.C. 8 lnc cnen dan bemsomamece 8, 200 1, 108 

Oranges and tangerines, | Bermuda-_---.-...__.. a Sa i ai 21, 000 $866 31, 080 1, 956 

fresh. Bahamas__.........-_- = ae 26, 325 1, 150 62, 250 2, 854 
Netherlands-Antilles_.|_..do..__..| 581,070 28, 652 410, 485 23, 055 

Grapefruit, canned ---_-....| Bahamas__...........- a ee | satangitietaditbantnetaiet 3, 750 

I ree, UNNOOENS Fo Sob ced Lh in scene secant lrobonfaccdoccsss|sacccecntalscencassua|scaasaasas 
trated, canned. 

EE TEIee, COREE |... nernnseipcnetoosanclosesnerecana|sapsamsapnieenaapralsaddneeadiascmeanesi 
trated, frozen. 

Grapefruit juice, single | Bermuda. ---......-.- Ge oie dist). Pa aoncincdahibintee 769 500 
strength, including re- | Bahamas_............. <p eis ist obiniateaiabeannoeets 769 550 
constituted. ; 

Orange juice, single | Bermuda. ---....._._- cepa enoa 615 559 1, 201 855 
strength, including re- | Bahamas_......... StL Nee = dead 4, 598 4, 599 8, 697 8, 650 
constituted. MDE. c6acrnocnebniad eee Ce |... ibid enka 

al a re 506 382 
Netherlands-Antilles__|__.do___ __- 3, 590 3, 252 7, 699 7, 226 
eee: Wrens EON... bias schon disse... 360 416 

Orange juice, concen- | Barbados_............ eee 338 Fe dds c55- ca heapiiete 
trated, canned. 

Orange juice, concen- | Bahamas_.........-...|_.. a ase 5, 929 2, 200 1, 134 2, 578 
trated, reconstituted, | Bermuda. --........../...do...-../..........].......... 2, 052 5, 514 
frozen. CI 556 Lin ouinnnn od beens ade eeeoiaatb aekenton 300 548 

Netherlands-Antilles__|__- iia acad 1, 590 5, 430 2, 143 6, 766 








Note.—No figures available for March until about May 1. 


Senator Barrierr. Turning to apples, if the transition isn’t too 
rapid, Mr. Hearn, why is that—in your opinion, why is it that 
France places these restrictions on U.S. apples? Is it to protect the 
French grower or on account of balance of payments ? 

Mr. Hearn. It wouldn’t be on account of balance of payments. 
There may be a certain measure of protection for the French grower, 
but even there we couldn’t complain. What we are complaining about, 
though, Senator, is that we do not enjoy access to that French market, 
as Italian, German, Swiss or Danish apples do. And with your 
permission, I would like to add to my own statement a statement from 
the apple and pear industry of the United States concerning these 
discriminatory practices. 

Senator Barrietr. The statement will be accepted. 

(The statement follows :) 


STATEMENT OF THE APPLE AND PEAR INDUSTRY 


Europe has historically imported substantial quantities of fresh apples and 
pears. U.S. exports of apples to Europe for the 5 years prior to World War I 


| averaged 8,563,000 bushels, or about 15 percent of the fresh crop; pear exports 
| averaged 2,008,000 bushels, or about 45 percent of the winter pear crop. 





The European market was an integral part of our normal market and mer- 


| chandising plans. It was not merely a surplus disposal program. Orchards 
were planted and practices followed to fill the demands of this market. 


The trade barriers that have been erected have seriously disrupted our 
normal market pattern. 


55506—60——11 
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In Western Germany the apple and pear industry must wait from year to yea; 
to find out whether imports of apples and pears will be permitted. F requently 
the action has been taken at such a late date in the season that little benefit jg 
derived. In order to effectively merchandise our crops, we must be able to make 
necessary plans and take certain steps well in advance of harvest. While oy 
own industry operates under uncertainty, other European countries have Access | 
to the West German ma oe 

In France, imports of U.S. apples and pears have been at a bare minimum and | 
only under extremely difficult situations. Generally, we have been denied accegg 
to the French market. This season France has programs for importing apples 
and pears from the dollar area. However, this is only for this season and ig not 
liberalization. At the same time, France established a 30,000-ton quota for apples 
from common market countries to be imported prior to the general opening date | 
of February 15, 1960. The U.S. apple industry was not offered the opportunity 
to compete with the common market countries. Furthermore, it was a well. | 
known fact that supplies were very short in the Common Market countries and | 
they were importing from the dollar area. 

The United Kingdom has established a Northern Hemisphere quota for apples 
without too much apparent consideration of the domestic crop. Only 20 per, 
cent of this quota is permitted to be imported prior to January 1. This is strictly 
protectionism. This restriction in 1959 resulted in inadequate supplies prior to 


January 1, which resulted in extremely high prices to the United Kingdom | 


consumers. We could have exported a great many more bushels to the United | 
Kingdom if this restriction was not in effect. Furthermore, their system of 
licensing has resulted in not all of the licenses being used and we believe repre. 
sentation should be made in this particular. 

In closing, we wish to emphasize that every continental European country 


continue to prohibit imports of fresh apples and pears from the dollar area | 


until local supplies are practically sold out. 


Senator Barrierr. What is 58° Brix orange or grapefruit juice! 

Mr. Hearn. That is the degree of concentration, Senator. Ih 
other words, 58° Brix, a gallon of 58° Brix j juice will reconstitute into 
6 gallons of natural juice. It is a technical term used in the industry, 

‘As I said before, we must have these discriminator Vy practices re 
moved. And I believe that the State Department has got the means 
to do it. We only need be a little firm, and I think these other 
countries would cave in. 


As I mention in my statement, we have the most favored-nation 


clause. When the United States is being discriminated against, she | 


| 


isn’t the most favored nation, so we could quite rightfully withdrav | 


that most-favored nation, clause from countries that discriminate 
against us. 

In this connection of discrimination, there are two other statements 
I would like to introduce, one from the canned deciduous fruit indus 
try, mostly in California, and a statement of the citrus industry from 
California, Texas, and Florida, concerning these discriminatory 
practices. 

Senator Bartierr. They will be accepted. 

(The statements follow :) 


STATEMENT OF THE CITRUS INDUSTRY 


While citrus has enjoyed a good measure of liberalization the U.S. citrus 
industry is still handicapped by the continued discrimination of the United 
Kingdom against certain fresh and processed citrus commodities. 

These are fresh grapefruit, canned grapefruit sections, and both canned 
and frozen orange and grapefruit juices. 

The entire U.S. citrus industry is unanimous that we must gain equality of 
access for these products with competing factors from other foreign countries 
especially those from non-Commonwealth countries. 
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Other competitors have at times made representations to the United Kingdom 
that they could supply the United Kingdom’s entire requirements of some of 
these commodities when actually they utilized products from countries other 
than their own. 

In one instance, for example, foreign competitors used U.S. citrus juice, 
plended same with their own and sold such mixed products as their own to 
the United Kingdom, while direct sale from the United States was not per- 
mitted. This single deal amounted to approximately $1 million. 

We need the help of all agencies of the U .S. Government to gain equality 
of access not only for the sake of our own industry, but to help reverse the un- 
favorable trade balance of the United States. 

Detailed briefs setting forth our position have been filed with the Depart- 
ment of State and FAS. Additional copies are available from the Foreign 
Agricultural Service of the USDA, 


CANNED Decipvuous FrRvIT INDUSTRY 
Outline of major problems adversely affecting the export program 
BRITAIN 


Problem.—Present entry to the United Kingdom market is permitted only 
on a limited quota basis. 

(a) The quota system necessitates import licenses. 

(b) Licensing partly defeats the quota system’s own purpose because some 
licensees fail to use their licenses. Others trade in them, increasing the cost 
of goods. 

(c) As long as the quota system continues, the British Government can dis- 
continue it at any time, for any reason, or no reason at all. This leaves U.S. 
present business continuously in jeopardy, and it effectively limits the further 
growth of trade. 

Solution Complete liberalization is required. 


FRANCE AND ITALY 


Problem.—Canned deciduous fruits are entirely embargoed beyond opening the 
market as a matter of principle, the following indicates the need for prompt 
action. 

(a) In the not too distant future, these countries will join with the other 
Common Market members in discussing agricultural products in general, and 
canned deciduous fruits in detail. If, at that time, France and Italy still main- 
tain embargoes on this commodity, their example and pressures may result in 
the complete closing of the now open Benelux door, and the currently partly 
open German door. 

(b) This would completely ruin the excellent present trade and the anticipated 
greatly expanded future business in Benelux and Germany. 

(c) While France and Italy close their markets to U.S. canned fruits, their 
own canned fruits and vegetables freely enter the American market. On this 
one Way street, Italy ships into the United States (1958) over $8 million of 
canned tomatoes, which come into direct competition with American canners 
packs, and. at low prices. Also she ships in $1 million in tomato paste and 
sauces—$900,000 in maraschino cherries and over one-half million in canned 
vegetables, plus many other items. In 1958 France exported to the United 
States $1,332,000 of canned mushrooms and $1,834,000 of maraschino cherries, 
plus many other items. 

Solution —Complete liberalization is required. 


GERMANY 


Problem.—Canned deciduous fruits presently are permitted entry only on a 
limited quota-import license basis. 

(a) The quota established each year is tailored to the German Government’s 
estimate of its domestic fresh fruit crop. 

(b) This permits no firm foundation upon which to buld any volume of future 


— and creates uncertainty as to whether to expect any trading at all 
Rhany year. 
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(c) Present licensing of imports has generated several evils. One of the 
most serious, concentrates a very heavy percent of import licenses into a few 
importers hands. This enables certain importers to use that large tonnage to 
induce some steamship operators to violate the Pacific Coast-European Confer. 
ence established ocean freight rates, and to grant secret freight rebates. (Now 
under investigation by the Maritime Administration. ) 


: : } 
(d@) These secret rebates are reflected in the landed, duty paid, prices, thereby 


creating a fictitious selling market. This, in effect, puts canners not into com- 
ptition with each other, but with a secret freight rebate. This has caused 
serious losses within the U.S. canning industry, and could be eliminated if the 
basic cause were eliminated, i.e., licensing of imports, which in turn is the 
result of the quota system. 

Solution.—Complete liberalization is required. 

Mr. Hearn. This morning, when the Assistant Secretary of Com. 
merce was testifying about expanding the attachés abroad, and the 
appointment of a committee, we were very struck by the fact that no 
member of an agricultural organization was included in that group, 
From the Bureau of Commerce’s own statistics, $1 out of evel 
in exports comes from agriculture and 1 acre out of every 8 cultivated 
in this country goes to export, and I strongly feel that the Secretary 


of Commerce should consider having a member of an agricultural | 


group on that committee. 

If there are any questions which you would like to ask concerning 
my statement, I shall be glad to amplify. 

Senator Bartrierr. Unhappily, unfortunately for me, as you know, 
I came into the hearing room after you had started to testify and 
haven’t even yet had opportunity to examine your statement as care- 
fully as I should like to. But I do note on pages 4 and 5 that you 
pent considerable stress on the harm done to American industry 

y what I shall term the cancer scare. 

Did that result in a considerable drop in your exports ? 
Mr. Hearn. Yes, Senator. 
In 1955-56, Florida was exporting to Europe or exported to Eu- 
rope 1,309,000 boxes of oranges. The 1956-57 season, 1,426,000. 
Then the cancer scare began cranking up and in 1957-58 we exported 
792,000. In 1958-59, 29,230. This season, 110,000. We have lost 
90 percent of our export business. 


a 


Senator Bartierr. And you ascribe that market reduction very | 


largely to this concern over cancer ? 
Mr. Hearn. That is right, Senator, and it has furnished these for- 


eign countries with an ideal pretext for demanding exclusion of our 


products. 

Senator Barrierr. Are there additives used here similarly em- 
ployed in other producing areas? In Europe, for example? 

Mr. Hearn. ie you talking about the citrus industry, sir? 

Senator Bartuierr. Yes. 

Mr. Hearn. The colored additives that are used in the United 
States are also used in Mexico, Brazil, and the Argentine, and they 
are having trouble, also, as a result of our food and drug activities. 

Senator Bartierr. What nations on the other side of the Atlantic 
grow oranges, for example? 

Mr. Hearn. Most of the countries of the Mediterranean Basin and 
South Africa. 

Senator Barrterr. Do they use these colored additives? 

Mr. Hearn. No. Their climatic conditions allow oranges to color 
up naturally. They get temperatures of 50° F. at night. Florida 
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doesn’t get that, but a few nights a year, and we have this green 
roblem. ; 
Senator Barrierr. Thank you, Mr. Hearn, very much, indeed, for 
our significant contribution. 
(The complete statement of Mr. Hearn follows :) 


STATEMENT By FroripA CiTrRUuS MuTUAL, LAKELAND, FILA. 


Florida Citrus Mutual is a voluntary nonprofit cooperative of over 10,000 
citrus growers who produce more than 85 percent of all the 127,350,000 oranges, 
grapefruit, and tangerines harvested annually in Florida. . 

Our interest in exports stems from the fact that every million boxes of oranges 
diverted to offshore results in a price improvement of 5 cents a box on-tree for 
the entire remaining crop sold domestically; on grapefruit, this figure varies 
according to the size of the crop, between 5 cents and 13 cents a box. 

I particularly welcomed this opportunity of submitting testimony before your 
committee, because over 5 years ago two of the present Senators—Senator An- 
drew F. Schoeppel and Senator George A. Smathers, were present at hearings in 
Florida Citrus Mutual’s auditorium in Lakeland, on the problems then facing 
the fruit industry in recovering traditional foreign markets. With certain 
minor variations, and new problems that have arisen, the evidence which we 
submitted then on March 25, 1955, could have been written, word for word, for 
this committee today. 

This is particularly true of the continued restrictions against our fruits and 
fruit products by foreign countries. By this, I am not talking exclusively about 
citrus, but the entire range of fruits grown, processed, and exported from the 
45 States of the Union to offshore markets. 

Prewar, fruit and fruit products constituted the third largest agricultural 
item exported by the United States, exceeded only by cotton and tobacco. Today, 
they rank a poor fifth. The attached sheet entitled “Summary of U.S. Exports 
of Fruit and Fruit Products to Europe” will point up that, with a few minor 
exceptions, we have not recovered our traditional former markets. The funda- 
mental reason for this is the continued discrimination practiced by large con- 
suming countries such as the United Kingdom, Germany, and France, where we 
are denied access by quotas, outright prohibitions, or seasonality restrictions. 
The second exhibit, titled “European Import Controls on Principal U.S. Fruit 
Commodities” summarizes the maze of barriers erected against American fruit. 
The entire industry, through its membership in the U.S. National Fruit Export 
Council, has repeatedly protested against these restrictions and, for your guid- 
ance, we should like to submit for the record a statement by this organization, 
of which Florida Citrus Mutual is a charter member, urging the termination 
of these major trade barriers, and which was adopted on December 4, 1959, at 
the San Francisco meeting. 

Time and again, our State Department has assured us that the moment the 
balance-of-payments position of a foreign country was no longer a problem, that 
they would insist upon equal access to that market as enjoyed by other com- 
peting countries, and demand an end to any discrimination. 

In September of last year, the International Monetary Fund informed the 
United Kingdom, France, and Germany that their dollar shortage and balance- 
of-payments problem was no longer existent, and urged that all trade be liber- 
alized accordingly and discrimination against dollar goods be removed. We 
were hopeful at that time, that our State Department would succeed in having 
restrictions removed from American grapefruit. Yet, in late October, when I 
was in the London fruit market, I found Cuban grapefruit on sale—at a time 
of the year when the Florida product is still rigidly excluded by the British 
Government to a seasonality restriction which only allows imports of American 
grapefruit between April 1 and September 30 of each year * * * a period when 
the only available supplies are from the west coast and barely sufficient to 
cover domestic requirements. Ironically, the dollar quota on American grape- 
fruit on the other hand is so large that it exceeds the on-tree value of the crop 
available for sale between April and September. 

Even more fantastic is the situation that has developed on canned citrus juices 
inthe United Kingdom. Here again, the United States is significantly restricted 
toa token quota of $840,000 annually, while Israel enjoys unrestricted access. 
Israel’s supplies of canned juices, though, are inadequate to fill the requirements 
of the British market (as, incidentally, are those supplies obtainable from the 
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British West Indies), so, in order to fill the gap, Israel has been purchasing COM 
centrated 58° Brix orange or grapefruit juice in bulk from Florida, admitting it jy ; 
bond duty free into Palestine, reconstituting the juice back to single strength, | 
labeling it under an Israeli trademark, and exporting it to Great Britain and 
other countries where the American product is prohibited or significantly ye 
stricted, such as France, Denmark, Finland, and Iron Curtain areas. 

The particularly galling aspect of this operation is that Israel received Ug, 
dollars for the merchandise she sells to Britain, since all foreign-held Sterling 
accounts are freely convertible into dollars and in fact Israel draws dollar—not 
sterling—drafts for goods exported to the United Kingdom. If we were per. | 
mitted equal opportunity into England, we could match or even underquote the 
Israeli product with a corresponding saving to the British consumer. We ar 
enclosing detailed figures on this weird three-way transaction, showing that 
because of deliberate discrimination against the American product, the British 
Treasury and the English consumer are paying out unnecessary extra money, 

From our own observations, talks with the trade and with European importers, : 
we find that this discrimination or exclusion from certain important outlets like | 
Great Britain works not just a single but a double hardship on the fruit industry | 
of the United States. The reason is simple. Every other citrus-producing | 
country in the world in the soft-currency bloc has, with insignificant minor eXe¢p- 
tions, complete and free access to every European market which means they cap 
allot supplies in accordance with day-to-day market fluctuations. As we pointed 
out, the entire production of canned citrus juices from sources other than the | 
United States is insufficient to meet normal requirements, so that in markets | 
where the American product is restricted or excluded, canned juices from com. | 
petitive sources can sell at fancy profits. These extra profits are then applied | 
to underquote and drive out American juices in outlets where there is free open 
competition like Switzerland and the Benelux countries. As example, in January 
1960, Florida and Israel single-strength orange juice were quoted in Hamburg 
at $2.08 and $1.88, respectively, per dozen No. 2 cans; grapefruit juice was $17 
and $1.60, respectively, for the same size pack. Yet, in London at that same 
period (when supplies of Florida juice were unobtainable), the Israeli pack 
was selling at $2.40 for orange and $2 for grapefruit. Averaged out, the Israelj 
juice came to $2.14 for orange and $1.80 for the grapefruit. But, because Israeli | 
enjoys a privileged, sheltered position in England, relatively free from American 
competition, it is steadily and relentlessly driving us out of the markets where 
we do enjoy a measure of freedom, such as Benelux, Germany, Sweden, and 
Switzerland. Similar situations develop in fresh fruits where, because of 
untrammeled access to the markets of England, Ireland, Benelux, Denmark, 
Western Germany, the Iron Curtain, all the Mediterranean citrus-producing 
countries can operate optional unloads to half a dozen different markets whereas 
American fresh fruits usually only have two or three alternative outlets to dispose 
of merchandise if market conditions in any one country are so depressed tem 
porarily that additional arrivals would result in selling at a dead loss. Put 
it in other words, the citrus and entire U.S. fruit industry’s limited ability 
to maneuver supplies, and prices, in offshore markets places us at a most | 
disadvantageous position compared with our competitors who enjoy greater | 
fiexibility in their operations. 

So far, we have touched only upon those restrictions defined and enumerated 
by the General Agreement on Tariffs and Trade (GATT) which we must have | 
removed if we hope to enjoy some reasonable measure of marketing flexibility. | 
The latest restrictive tactic and possibly one that may prove the hardest to | 
overcome or remove in our future efforts to recover export markets originated | 
in Washington. We hardly need to remind the committee of the disastrous re | 
pereussions of the cranberry fiasco, where overdramatized statements made by 
the Secretary of Health, Education, and Welfare created an unprecedented | 
cancer scare in consumers’ minds, and completely undermined public confidence | 
in the safety of many additives on raw produce. That loss in confidence in 
the safety of our foods has spread abroad and simultaneously furnished the 
“Green Front” protectionist farmer groups in Europe with an ideal pretext 
for banning American fruit and fruit products on the alleged grounds of public 
health and safety. To cite but one example, in August 1956, an international 
cancer meeting took place in Rome, Italy, under the auspices of WHO and 
FAO. Two U.S. Food and Drug Administration officers participated in that 
symposium where lists of carcinogenic or suspected carcinogenic food color 
were drawn up for publication and dissemination through international sciet 
tifie organizations to all members countries. Among the suspected dyes the 
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group discussed and agreed should be banned was F.D. & C. red No. 32, used in 
coloring the skins of oranges, although Food and Drug, through the Federal 
Register of December 30, 1954, pages 9352-9353 (21 CFR p. 135) in announcing 
the results of feeding tests with F.D. & C. red 32 at fantastically high levels of 
administration (5,000 times the normal dosage) had categorically failed to 
produce cancer in test animals. It was further reaffirmed in 1957 by a paper 
read by Deputy Commissioner Harvey, of FDA, at a London meeting of the 
American Food Law Institute (Chemical Week, August 3, 1957) which stated 
“*# * * we don’t know of any evidence that any coal-tar color now permitted 
in food, or any of the three colors recently removed from the list (of certifiable 
colors), is capable of causing cancer when added to man’s food. * * *” If a 
genuine determined effort was made at that Rome meeting by our Food and 
Drug spokesmen to defend the harmlessness of F.D. & C. red No. 32, by submitting 
the official results of previous tests to the panel of international scientists, we 
still do not know but, following on the Conference, a leading Swedish newspaper 
came out in a front-page article with glaring 2-inch red headlines entitled “Do 
not eat Florida oranges—they will give you cancer.” One after another, the 
European countries either banned imports of oranges treated with red 32 or 
outlawed the entire process as such. Today, even with a revolutionary new dye 
that Florida is using for coloring oranges and which has been tested and ap- 
proved by our Food and Drug Administration as harmless, we cannot ship 
oranges so treated to England, Germany, Switzerland, France, or Austria—our 
major markets. In Sweden, the Netherlands, Belgium, and Denmark, both the 
process and the compound are under severe scrutiny even though Florida Citrus 
Mutual, in collaboration with the manufacturers and distributors, has spent 
over a quarter of a million dollars in obtaining and disseminating to these 
foreign countries the results of laboratory feeding tests covering 4 years’ trials 
to make certain the dye was safe. As a direct result, our exports of oranges 
have plummeted alarmingly as the following figures of Florida’s shipments to 
Europe vividly illustrate: 





Boxes 
ssasepcipeitiaieccng on iet 1 25 OSS WW TSS RR APSE 1, 309, 585 


ici nage ce iat ee acer Soe pink ne ei ho aaa ae 1, 426, 843 
a 2s sen ah canon Sacshvaprarst el agen acini eieep raise eh hides eckcmeacdaieh ieee ee 792, 435 


TI ac cds gd hee clea alam seg antes eae ne ma sae veg iene ini scanty 129, 230 
RTM REDE CO) SMe 0d, ROP oon inna cmap enanaiensriceeaiggeianiastetaniat eed 110, 070 


1The lowest figure in 10 years. 


1955-56 season 
1956-57 season 


The dye used on oranges is not the only additive that has come up for investi- 
gation in the agitation stirred up by Food and Drug. Waxes, fungicides, pesti- 
cides, growth regulators, preservatives—all have fallen under the shadow of 
suspicion in Enrope, and the fruit, poultry, meat, and vegetable industries of the 
United States have had to spend untold time, effort, and money in reassuring 
health officials in foreign countries of the harmlessness of these chemicals we 
use On Our products. 

What corrective steps are necessary to remedy these problems? First of all, 
our State Department should be given a mandate—not just a suggestion, but a 
clear specific instruction—to “get tough” with the countries that discriminate 
against our produce for no valid reason and, if they still persist in these prac- 
tices, to remove them from the “most favored nation” tariff schedule. Alter- 
natively we would strongly urge this committee obtain reprints of a most 
masterly and comprehensive plan offered in an article in the January 4, 1954, 
issue of Life magazine by John Knox Jessup and Michael A. Heilperin, and 
adopt the proposals set forth there in their entirety. As the authors so aptly 
sum up, “* * * this brings up still another feature of the reciprocal trades 
agreement system which inhibits meaningful bargaining. This is our unrealistic 
use of an excellent principle, that of the most favored nation. Each tariff 
concession we make to any nation is immediately ‘generalized’ to about 30 other 
nations, many of whom do not deserve it and could not qualify for the kind of 
bargain here described. If we are to put an end to discrimination, we must 
ourselves discriminate in favor of those who are willing to end it. This suggests 
adouble or multiple column U.S. tariff, the most generous column being reserved 
for like-minded nations whose citizens would trade freely with us and each 
other and among whom the most favored nation clause would regain meaning. 
They would be the expanding nucleus of a convertible, no-quota low-tariff free 
world * * *.” 

The next suggestion—and one already embodied in our lawbooks as a direct 
order to the executive branch (Public Law 686, 85th Cong., 2d sess., sec. 350, 














164 FOREIGN COMMERCE STUDY 


par. 3(f)), but which our officials have seen fit to ignore, is that our State 
Department should seek information, advice, and guidance from industry, agri- 
culture, and labor during the course of negotiating any foreign trade agreement— 
whether under GATT or bilaterally with another country. Had this been faith. 
fully followed, the fruit-canning industry of the United States would not preg 
ently find itself saddled with a farcical concession offered by the Germans an@ 
accepted by the American negotiators at the 1959 GATT Conference in Tokyo 
whereby this country bound itself for a period of 3 years to export canned 
deciduous fruits in containers of not less than 5-kilo (12-pound) capacity when 
anybody in the industry knows that such a size is a physical and practica} 
impossibility to make in this country. Actually, this agreement favored Spain 
who can put up such a pack by preserving it with sulfur dioxide, a process for. 
bidden in the United States, and is sufficiently close to the German market that 
there is no risk of spoilage in transit before the contents are repacked into 
consumer size tins in Germany. I might add that the time we first heard of 
this arrangement, in early February, it was still “classified” by our own Govern- 
ment; our source of information was a private German importer who was on 
that country’s negotiating team in Tokyo. We are positive that, if the fruit 
industry of this country had an opportunity, as provided for by law, to have an 
adviser in Tokyo, this would never have happened. 

We also feel strongly that our top Government officials appointed to these 
international tariff conferences could derive considerable benefit if they were 
to visit beforehand the agricultural areas of the United States for whom they 
are going to act as spokesmen and get a firsthand knowledge of the problems 
and intricacies connected with raising and marketing crops. There might be 
some significant connection that, over the past 7 years, we have not had a 
single State Department personnel visit the Florida citrus industry, and the fact 
that in 1954 the London Embassy staff, who were at that time negotiating with 
the British ministries for greater liberation of citrus, did not even know what 
months of the year grapefruit was grown in Florida. 

This is in striking comparison with the inumerable visits from foreign digni- 
taries, consuls, attachés, commercial representatives, and high-ranking officers 
of other countries that have gone to great pains in making themselves as 
thoroughly conversant and well informed with our industry as they can. Such 
background knowledge often gives them a decided advantage when it comes to 
negotiating trade concessions and agreements. 

Although we understand some improvement has been made compared with 10 
years ago, we have been struck on numerous occasions, in visits to our embassies 
overseas with the lack of knowledge of any foreign language amongst many of 
the people assigned there. We feel that any person in a position of responsibility 
should have at least a working knowledge of the tongue of the country he is 
assigned to so that he can find out for himself what is going on in the market 
place instead of having to rely on thirdhand information from native interpreters 
whose analyses may not always reflect an accurate picture or evaluate a situa- 
tion from the American point of view, or American interests. With world conm- 
petition becoming keener, it is vital that industry and agriculture be kept posted 
as promptly and factually as possible on all international developments. This 
dearth of linguists is further aggravated by some obscure Executive policy of 
transferring personnel abroad to other posts after one or two tours of duty, so 
you have the ridiculous situation of a thoroughly capable attaché or counselor 
in an embassy who can speak German like a native finding himself assigned to 
a country that only speaks Spanish or French. This committee could render a 
signal service by reaching a clear understanding with the Departments of State, 
Commerce, and Agriculture that all bilingual personnel at least be assigned to an 
area where their talents are put to the fullest use. At present it is frittering 
away a national asset—and taxpayers money—to have a Government expert in 
oriental languages posted to a European country. 

On the problem of food additives, our Food and Drug Administration officials 
could be of material assistance in getting other nations, on a reciprocal basis, 
to accept chemicals or processes approved and used in the United States by con- 
tacting the responsible health ministries in foreign countries, and persuading 
those governments to accept them for foodstuffs imported from this country. We 
would also urge that before any future press or radio releases are made by Food 
and Drug or the HEW about delisting of a chemical, that such announcements 
be carefully weighed and couched in guarded terms so as not to cause complica- 
tions in our marketing plans abroad. 

We were considerably surprised to learn just this past week that written re 
quests by American industry and agriculture for any given commodity to be the 
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subject of international tariff negotiations and concessions, addressed to the 
Committee for Reciprocity Information, unless clearly marked “Confidential” 
immediately become public property and can, therefore, be studied by foreign 
embassy personnel, giving other governments ample opportunity of preparing 
counterarguments or rebuttals to turn down the requested concession. This pre- 
mature disclosing of plans puts our negotiators at an incredible disadvantage, 
and we feel that the Executive order issued 3 years ago covering this procedure 
should either be reversed or ample publicity be given to private industry offer- 
ing comments or suggestions and warning them of this particular condition. 

In closing, I would like to express my appreciation to this committee for an 
opportunity to be heard, and wish to assure you that if Florida Citrus Mutual 
can be of any further assistance in contributing to this study, we shall be most 
happy to lend our services. 


Summary of U.8. exports of fruit and fruit products to Europe 






































Average, 1951 1954 1957 
1934-38 
ee! cs mA ccd 
ey 
h: 
ay apples (1,000 bushels) - “a ss 8, 563 1,718 568 3, 418 
Fresh pears (1,000 bushels) ; 2, 908 174 105 924 
Plums and prunes (short tons) aa 1, 874 | 4 18 381 
Grapes (short tons) . ............- 8, 298 | 96 700 4, 752 
Peaches (short tons) ----- at! 54 | 0 0 56 
Oranges (1,000 boxes) _-_- 2,141 | 2,137 2, 860 1, 170 
Grapefruit (1,000 boxes) | 323 196 359 520 
Lemons and limes (1,000 boxes) 220 | 187 1, 191 2, 581 
Canned (in 1,000 c/s 24/2): } | 
Apples and sauce : : 339 1 1 52 
Apricots --__-- ; 3, 097 79 86 235 
Cherries-...-- 44 0 1 109 
Peaches 1, 686 133 342 1, 896 
Pears 1, 583 10 229 114 
Plums and prunes-.-- 4 2 2 36 
Fruit cocktail __ 798 90 219 669 
Orange juice s/s___. rs 61 234 457 489 
Concentrate (frozen, 1,000 gallons)___. . ; _ 5 119 1,719 
Concentrate (hot pack, 1,000 gallons) - — 64 759 | 477 
Blended juice s/s | 21 53 60 
Grapefruit iuice s/s___- dis eo eioemtidhohigagis " 184 162 415 414 
Concentrate (frozen, 1,000 gallons) _-__- ; 2 12 6 
Concentrate (hot pack, 1,000 gallons) --- 63 49 76 
Lemon juice s/s ; SA. | oa : : 
eel eee eee . 1, 199 4 64 256 
Dried (short tons): 
Apples. insti aaveaedagh od bos 12. 769 3, 214 1, 052 7, 949 
Apricots ‘ ‘ eoiewas 12, 059 | 592 1, 254 1,7 
Peaches needa 2, 404 | 74 579 1, 440 
Pears . - - .- - ’ 3, 198 | 260 | 362 942 
Prunes aa 79, 409 | 34,848 | 26, 752 49, 487 
EY CE MYON. 503-5 sawdnnchnwtiiechdbenaammees 49, 223 | 58,327 | 23,673 | 14,774 
Source: Fruit and Vegetable Division, Foreign Agricultural Service, USDA, Washington, D.C. 
Total crops | Acreage used Total domes-| Percentage 
harvested | for producing| Agricultural | tic exports | of domestic 
(millions of | export items | exports (mil- (million agricultural 
acres) (millions of | lion dollars) dollars) exports to 
acres) total trade 
ese. 356 52 $3, 830 $12, 690 30 
1949_ 360 45 2, 986 10, 104 30 
akon 345 50 | 3, 411 12, 598 27 
Bs a ne 344 59 4, 053 15, 571 26 
1952... .- 340 36 2,819 | 15, 126 19 
1953 348 | 31 2, 986 15, 226 19 
1954 346 37 3, 143 | 14, 870 21 
1955 340 47 3, 496 16, 896 21 
1956. 326 | 60 4, 724 20, 655 23 
1957 326 50 1 4, 506 | 1 20, 671 2% 
1958 (2) (3) 1 3, 854 | 1 17, 698 22 
sections icc e Ba ae Bickel tab blaie 
Average 344 $47 | 3, 614 15, 645 | 23 











1 Preliminary. 





2 Indicates data not available. 








3 Equals 13.66 percent. 


Source: Bureau of the Census, U.S. Department of Commerce: “USDA Agricultural Statistics.” 
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STATEMENT ADOPTED BY U.S. NATIONAL Fruit Export Council, AT SAN FRANCISCO, 
CALIF., DECEMBER 4, 1959 


Shortage of dollar exchange no longer provides an excuse for many foreign 
countries, and particularly the industrialized countries of Western Europe, to 
restrict imports of fruits from the United States. Therefore the U.S. fruit in- 
dustry expects that resumption of normal commercial relationships with their 
customers in these countries should be permitted now. ; 

The export market, largely in Europe, has been a traditional and significant 
outlet for U.S. fresh and processed fruits. This market was developed with the 
superior quality of American fruits, and provided a normal and regular market 
for almost one-tenth of the fresh fruit and one-quarter of the processed fruit 
sold annually by the U.S. industry prior to World War II. 

Following the war, most European countries prohibited imports of U.S. fruits. 
They limited their expenditures of scarce dollars to items they considered more 
essential. 

Over the past dozen years, representatives of the U.S. fruit industry repeatedly 
have sought access to their traditional markets abroad. They have stressed the 
discriminative nature of these restrictions, which have encouraged foreign com- 
petitors while barring U.S. products, 

The U.S. Government recognized the hardships accruing from these foreign 
barriers, which were supposedly due to the shortage of foreign exchange. More- 
over, it repeatedly reminded the fruit industry that the foreign countries were 
obligated to reinove these barriers as soon as their balance-of-payments positions 
warranted. 

As foreign economies have improved, there has been some relaxation of these 
barriers. Within the past three seasons imports of several fruit items from the 
doliar area have been liberalized by many European countries. Usually these 
have been fruits not produced by these countries or their dependencies, such as 
dried fruits, tree nuts, or, in some instances, citrus fruits. 

At the present time, exports of important segments of the U.S. fruit industry 
still are sharply limited by these quantitative restrictions. In practically every 
instance, these remaining restrictions are designed to protect local growers, or 
producers in dependent or affiliated territories, or to protect bilateral trading 
arrangements. Most of these discriminate—directly or indirectly—against im- 
ports from the dollar area, and there has been no discernible tendency for such 
barriers to be reduced. 

In the fresh deciduous fruit field, every continental European country con- 
tinues to prohibit imports of fresh apples and pears until local supplies are prac- 
tically sold out. In the canned deciduous fruit field, the United Kingdom, West 
Germany, Denmark, France, and Italy sharply limit or completely prohibit im- 
ports. Individual examples of barriers to protect arrangements with other ter- 
ritories or countries are provided by the United Kingdom’s restrictions on fresh 
and processed grapefruit, and Japan’s restrictions on raisins. Details of in- 
stances of discrimination have been furnished or will be submitted by the indus- 
tries most directly affected. 

Within recent months the International Monetary Fund has found that the 
industrialized countries of the world, particularly Western Europe, no longer 
can be considered to have balance-of-payment problems. Some of these countries 
and the United States have announced a determination to end quantitative re- 
strictions to trade. When, and only when, the remaining restrictions are ter- 
minated, the entire U.S. fruit industry will have an opportunity again to compete 
on world markets. 

Each of these remaining restrictions prevents U.S. exporters from sharing in 
a market which has demonstrated a desire for U.S. fruits. The foreign coun- 
tries are obligated to now terminate each of these restrictions, under the rules 
of the GATT. 

The U.S. fruit industry is not seeking price support or even assurance of ex- 
ports. It is only seeking an opportunity to export to important foreign markets. 
Conditions now warrant that this opportunity should be provided and the United 


States should insist that the unjustified and arbitrary barriers to trade be 
removed. 
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A comparison of Florida/United Kingdom and Florida/Israel/United Kingdom 
comparative costs of delivering processed citrus 











Grapefruit juice Orange juice 58 
Brix Brix 
————— 

Hot Frozen Hot Frozen 
pack concen- pack concen- 

trate trate 

' | 
Florida exports to Israel during 1957-58 season, as per U.S. Bu- 

SUE RMI WOREEUEIIN 3.5. atucansenaboaepaiemat ina gallons..| 12,798 43, 330 54, 994 111, 110 
wens qnemene Gmerend.. . .. co deed do__-_- 56, 128 166, 104 
Reconstituted back to single-strength on basis 7 gallons s/s to 1 

CI isis neh kage bh intl g onetintnte gallons_- 392, 896 1, 162, 728 
Converted to 24/2’s on basis of 3.375 gallons per case_____cases_- 116, 414 344, 512 


F.o.b. Florida plant for single-strength pack—January 8, 1960, 
quotations of $2.45 per 24/2 on grapefruit and $2.85 for natural 
orange juice plus $0.07 per c/s trucking, wharfage and handling 
at Tampa Docks, f.0.b. vessel, Tampa --_--....-.-...--------- $293, 363. 28 | $1, 005, 975. 04 

Note.—Ocean freight, payable at destination in pounds steriing 
does not entail dollar expenditure, but for information, would 
RRs i tenis tc Roe en een kguebieesammamiaiecned ($42, 491. 11) ($125, 746. 88) 

C&F value Tel-Aviv of concentrate shipped from Florida— 
($3.7427 for grapefruit and $4.0427 for orange in 55-gallon 


ID isk asierttinid time rateowe coh dgcrcintg Se blteciren dl dodipbennstts $210, 070. 27 | $671, 508. 64 
Cost of tin cans, cartons, labels in Tel-Aviv to repack into 24/2’s. | 
($1.1578 for grapefruit: $1.1626 for orange per 24/2)_________- re $134, 784. 13 $400, 529. 65 


Notse.—No provision is made for any salaries, administration 
costs, light, power, warehousing or depreciation. 








Ocean freight Tel-A viv/London—estimate, 24 cents per case_--- $27, 939. 36 $82, 682. 88 
Minimum C&F cost of ‘‘reconstituted’’ Florida/Israel single- 

strength juice to British importers _--.......--.....-.--------- $372, 793. 76 $1, 154, 721. 17 
Less: Value of identical product if shipped directly from Florida 

we be OS i EE oe $293, 363. 28 $1, 005, 975. 04 
Extra dollar disbursement to United Kingdom Treasury by 

wurchesihe Crate Reread... ee ck tie ccm scscsse $79, 430. 48 $148, 746. 13 





Senator Bartitetr. Mr. Pedraza, sir. 

Mr. Pepraza. Senator. 

Senator Bartietr. Glad to have you here, sir. 
Mr. Pepraza. Glad to be here. 


STATEMENT OF MR. I. PAUL PEDRAZA, EXECUTIVE DIRECTOR, 
FLORIDA PORTS AND FOREIGN TRADE COUNCIL 


Mr. Pepraza. Mr. Chairman, I am Paul Pedraza, executive director 
of the Florida Ports and Foreign Trade Council. In the interest of 
saving your valuable time, I would appreciate the courtesy of being 
permitted to file for the record this short statement that I have hand 
up before coming here. I simply have a few statements, if I may. 

Senator Barrietr. That will be done. 

Mr. Pepraza. Thank you, sir. 

The Florida Ports and Foreign Trade Council, a new but ies. 
organization representative of the State of Florida’s 19 ports an 
business, is interested in foreign commerce. Our main purpose is to 
stimulate foreign commerce in Florida. 

Briefly, I would like to state that we support the national export 
expansion program and feel that this is an excellent step toward 
solving the present imbalance of payments. A representative of the 
council has been asked to be the chairman of the local export expansion 


committee in Jacksonville. We also support the plea which you have . 


just heard from the learned representative of the Florida Citrus 
Mutual. Florida citrus exporters are among the Nation’s most stead- 
fast foreign traders, and we feel they should be helped in every way 
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ible. The council respectfully urges the distinguished committee 
to take all proper action necessary to permit the free flow of citrus 
exports so that we can regain the foreign markets that we have lost in 
the past 2 years. _ ; 

We would also like to respectfully urge that the recommendations 
contained in Senator Smathers’ recent report to the distinguished com- 
mittee be implemented as soon as the proper legislation is introduced, 
and we feel that this would best serve the interests of the Nation as a 
whole. + 

We would like to express our sincere appreciation to the Department 
of Commerce for the always efficient and excellent assistance to 
Florida’s foreign businessmen—I mean to say businessmen engaged in 
foreign trade—especially through the able assistance we receive from 
the Jacksonville and Miami field offices. 

Finally, we would like to warmly thank Senators Holland and 
Smathers for their permanent and active willingness to help imple- 
ment any action promoting and developing Florida’s foreign com- 
merce. 

Thank you, sir. 

Senator Bartierr. Thank you, sir. 

On page 2 of your statement I find these words: 

The Federal Government, being as large as it is, however, some bureaucratic 
barriers still remain with respect to some U.S. exports. 

Will you tell us in somewhat more detail what those barriers are? 

Mr. Pepraza. Yes, sir. The council was referring in this particular 
instance to the difficulties which the Florida Citrus Mutual has ex- 
perienced with regard to orange No.2 coloring. We understand from 
the information that we have received from the Florida citrus industry 
that the main difficulty comes from the Food and Drug Administra- 
tion. Apparently they have not—the Florida citrus industry has not 
been able to obtain from the Food and Drug Administration a state- 
ment which would assist the Florida citrus industry to sell its oranges 
abroad. 

Senator Barrierr. What kind of a statement do you have in mind? 

Mr. Pepraza. Well, the Council has to rely on information fur- 
nished it by the citrus industry. Apparently what they would like isa 
statement saying that on the basis of research the coloring used is not 
dangerous and does not produce cancer. 

Senator Bartiterr. Do you think if such a statement were forth- 
coming that would be persuasive insofar as the European nations, 
which are importers of citrus fruits, are concerned ? 

Mr. Pepraza. Yes, I do. 


Senator Bartierr. Do you have in mind any other bureaucratic 
barriers? 


Mr. Pepraza. That is the main barrier which was on the basis of 
information furnished to us; yes, sir. 


_ Senator Barrterr. Do you know why this statement that you desire 
is not made ? 


Mr. Pepraza. No, sir, I don’t. 
Senator Bartierr. That statement would come from where ? 
Mr. Pepraza. Food and Drug Administration. 


Senator Bartterr. Have you had any report or rumor, even, as to 
why the statement is not made ? 
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Mr. Prpraza. No, sir. We have been contacted by the Floridg 
Citrus Mutual in this regard, and I don’t think they, themselves, knoy | 
why their request has not been met by the Food and Drug Adminis. 
tration. We, ourselves, have not been in contact because we only 
received this information very recently, and I am afraid I can’t tell you ) 
why they haven’t furnished it. 

There is something else I would like to add, and that is that it might | 
perhaps be helpful if the Florida citrus industr y were allowed to have | 
a representative on some of the discussions which are held abroad by 
different agencies of the Government. This representative could 
certainly materially assist the negotiators by furnishing them with the | 
proper scientific information. 

Senator Bartrierr. Now, on page 1 you said this—and I quote: 

According to figures recently released by the National Foreign Trade Couneil, 
Inc., 1960, estimates point to a net increase in the gold and dollar holdings of 
foreign countries by approximately $2.9 billion. 

You would say that this comes about by reason of the fact that our 
exports have dwindled and our imports have increased ¢ 

Mr. Prepraza. That is certainly a major factor, Mr. Chairman, but 
there are also other factors, such as the flow of capital investments 
abroad, services, and the foreign-aid program. 

Actually, these estimates furnished by the National Foreign Trade 
Council show a slight increase in exports in 1960 over 1959. 

Senator Barrietrr. How does this 1960 estimate compare with the 
actuality for 1959 or 1958, if you know ? 

Mr. Pepraza. Again relying on this information, the council—that 
is, the Nation: al For eign Trade Council—says that this estimate shows 
that the situation of the United States as far as that balance of pay- 
ments is concerned, is better; it tends to show a more favorable climate 
than in prec eding years. In other words, the situation is getting slowly 
more favorable to us. 

Senator Barrierr. You say this cannot go on indefinitely ? 

Mr. Pepraza. That is right. 

Senator Barrierr. Would you care to elaborate ? 

Mr. Pepraza. We mean to say by that, that if the United States 
has to keep on paying out more money than she receives, it will ob- 
viously create a very difficult situation. I know that we have $19 
billion in gold, but, as other nations have experienced before in the 
field of for eign trade, you cannot allow an imbalance of payments to 
goon indefinitel y. 

Senator Bartierr. What isthe cure for this, in your judgment ? 

Mr. Pepraza. In this particular instance, as far as exports are 
concerned, I think we have to go out and sell our products with per- 
haps a different slant—that is to say, to offer the foreign buyers to 
supply them with what they would like to have. In other words: 
“What would you like us to furnish you with? And we will try 
and meet your wishes”—rather th: and this is no 
criticism—and saying “This is what we have, and if you can’t afford 
it or it doesn’t meet with your needs, we haven’t got anything else to 
offer you.’ 

That is one method of approach. 

I think that most buyers abroad prefer American products because 
they are usually of better quality, even though they may be more ex- 
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nsive; but they still want the American product. With persuasion 
and also with expansion of credit guarantees and credit facilities, 
I think we would increase our exports. 

Senator Barrierr. Aside from the example you have already given 
jn respect to the citrus fruits—namely, the furnishing of the state- 
ment—do you have any further recommendations as to what the 
Federal Government, generally, and perhaps the Congress, specifically, 
ought to do in this situation 

Mr. Pepraza. You mean to say with regard to the promotion of 
exports ? 

Senator Barrierr. The general export situation. 

Mr. Pepraza. Yes, sir. This may be very trite, but I do think 
that some of the gentlemen who go abroad should be able to speak 
the languages of the countries in which they are located and under- 
stand the mentality and idiosyncracies of the peoples with whom they 
are going to have to deal. I think it is very hard for a purchaser, 
let’s say, in Brazil, to deal with the American businessmen if they 
have to deal through an interpreter. 

Senator Barrierr. I don’t have any response to make to that, sir, 
because yesterday I sat in the joint session when the President of the 
French Republic spoke, and I thought there were too many of us who 
didn’t comprehend what he had to say. 

Thank you very much, sir. 

Mr. Pepraza. Thank you, sir. 

(The full statement is as follows :) 


Mr. Chairman and members of the committee, I thank you for your courtesy 
in permitting me to appear before you today. I am I. Paul Pedraza, executive 
director of the Florida Ports and Foreign Trade Council. In the interest of sav- 
ing the valuable time of this committee | would appreciate the courtesy of being 
permitted to file for the record this prepared statement which I have. 

So that you gentlemen may understand my position, the primary purpose of 
the Florida Ports and Foreign Trade Council is to stimulate and develop more 
foreign trade for the State of Florida’s ports, and to accelerate individual ef- 
forts to that end. It is a new, but rapidly growing, organization, representative 
of Florida’s 19 ports and dozens of shipping, export-import and allied interests. 
The council is a unique organization in the Nation in that it promotes the member 
ports but does not interfere with the actual operation of any of them. 

Following the somewhat drastic change in our Federal policy toward increas- 
ing and stimulating exports of U.S. goods and products, the council pledged its 
full support to the Federal Government’s national export expansion program. 
The Department of Commerce has asked a council representative to serve as 
chairman of Florida’s regional export expansion committee. 

The council members have long been aware that the development and in- 
crease of U.S. exports was an urgent measure. The council members feel that 
trade is always better than aid. 

Results of the Federal change in policy are even now being evidenced in an 
increase in the awareness of U.S. citizens of the importance of foreign trade in 
their way of life. Foreign trade has now come to certain areas where there 
was none or very little heretofore. 

We must protect our standard of living. 
ments. 

According to figures recently released by the National Foreign Trade Council, 
Inc., 1960 estimates point to a net increase in the gold and dollar holdines of 
foreign countries by approximately $2.9 billion. 

This cannot go on indefinitely. Unfortunately, a large percentage of the 
country’s good citizens, through no fault of their own, are completely unaware 


that U.S. exports to foreign countries are now as vital to their way of life as the 
automobile. 


We must protect our balance of pay- 
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The council wholeheartedly supports our participation in the coming Organ 
ization for Economic Cooperation and Development. The council feels that 
free trade is essential to continued peace and prosperity. 

The Federal Government being as large as it is, however, some bureaucratic 
barriers still remain with respect to some U.S. exports. 

This is particularly true, in Florida, as regards our excellent citrus exporters, 
some of the Nation’s most consistent, steady, and largest foreign traders. 

According to information released by the U.S. Department of Agriculture, our 
citrus exports are faced with keen competition in all citrus-growing countries, 
especially from those in the Mediterranean basin. These nations have recently 
formed a powerful citrus organization, the culmination of many years of effort, 
to solve their problems and meet U.S. competition. 

Bureaucratic barriers have cost Florida, and the United States, the loss of 
1% million boxes of fresh fruit exports and over $4 million worth of export in- 
come. The Florida ports of Fort Pierce, Tampa, and Jacksonville have had 
their operations curtailed because of this income loss. 

This trade has simply gone to other nations. 

The council stands behind the Florida citrus industry in its request that all 
remaining bureaucratic barriers be removed as soon as possible. I urge you te 
take all action necessary to permit the exportation of citrus products freely and 
competitively, so that we may once again enjoy the favorable export trade which 
we had in this respect. 

We understand full details of this position will be given to you by a repre 
sentative of the Florida Citrus Mutual of Lakeland. 

The council wishes to openly support the recommendations made to you by the 
Honorable George A. Smathers, in his report on his recent trip to Latin America. 
The council feels these recommendations are necessary to the establishment of 
proper, normal economic relations with Latin America. It urges the implementa- 
tion of these recommendations, in the interests of commonsense, for the good of 
the Nation. 

The council commends to your attention the Bureau of Foreign Commerce's 
field offices in Jacksonville and in Miami, and their outstanding services to the 
foreign traders of the State of Florida. 

We would also like to publicly thank Senators Holland and Smathers for 
their constant and every-ready support of measures calculated to strengthen this 
Nation’s foreign trade position and waterway development and conservation. 

Thank you, gentlemen. 


Senator Bartierr. The committee will stand in recess until Thurs- 
day morning at 10 o’clock. 

(Whereupon, at 4:02 p.m., the committee adjourned, to reconvene 
at 10 a.m., Wednesday, April 27, 1960.) 

(The following statements were ordered by the chairman to be 
inserted at the conclusion of testimony on April 26 :) 


STATEMENT BY CHARLES W. ADAIR, DEPUTY ASSISTANT SECRETARY FOR ECONOMIC 
AFFAIRS 


REDUCTION OF FOREIGN IMPORT RESTRICTIONS 


The past year has seen an acceleration of the movement toward a freer system 
of international trade. This has been the goal of the United States and other 
like-minded countries for over 20 years. In the prewar and wartime lend-lease 
agreements, the United States and recipient nations agreed to work towards 
the elimination of discriminatory treatment in international trade as soon as 
this was practicable. In the General Agreement on Tariffs and Trade signed 
in 1947, the contracting parties agreed that discriminatory quantitative re 
strictions to trade were permissible only under certain exceptional circum- 
stances. For most important countries these circumstances no longer prevail. 
As a result, over the past year there has been a wholesale reduction in import 
restrictions which discriminate against U.S. exports. 

Now I want to give you further details on what has been accomplished in 
this field and on the increased opportunities available to U.S. exporters. Before 
doing so, however, I would like to refer briefly to the place that getting rid 
of quota restrictions against our exports has in the broad picture of our foreign 
relations. We have reached a stage where our friends abroad are able to 
assume a larger share of the responsibility for the security and economic devel- 


is 


ne 


ERPRRES RE 


FOREIGN COMMERCE STUDY 173 


opment of the free world, and we are now engaged in improving the mecha- 
nisms for sharing this responsibility. Nevertheless, the U.S. interest continues 
to impose special obligations on us for contributing to the common defense and 
assisting the less developed countries in their attempt to achieve a self-sustain- 
jng pace of economic growth. The proper discharge of these obligations will 
continue to entail sizable transfers abroad of goods and funds in support of 
our foreign policy objectives. To do this and at the same time to maintain the 
value of the dollar as the basic currency of world trade means that we must 
pring to bear the full competitive strength of the U.S. economy. Thus the 
removal of arbitrary bars to U.S. exports—the products of the talent and energy 
of our farms, factories, workers, and management—is of direct importance 
to the accomplishment of our overall world objectives. 

With the general improvement in economic conditions during 1958 and 1959, 
particularly in the industrialized areas of Western Europe, the major trading 
nations found it possible to establish external convertibility for their curren- 
cies. This movement generally removed the financial justification for the use of 
special restrictions against dollar goods. The balance of payments and the 
financial reserves of a number of important trading countries have reached the 
point where quantitative restrictions against imports from any country are no 
longer required on financial grounds. 

The reduction of trade restrictions abroad, in particular those which dis- 
criminate against the United States, has long been an important element in U.S. 
policy. As general economic and trade conditions have improved around the 
world, the United States has pressed even more strongly for the removal of 
these discriminatory restrictions. In the meetings of the International Monetary 
Fund and the sessions of the contracting parties to the General Agreement on 
Tariffs and Trade, the United States has called for the rapid elimination of dis- 
criminatory restrictions and for the relaxation of quantitative controls in gen- 
eral. Through our association with the Organization for European Economic 
Cooperation the United States has urged that European countries extend intra- 
European import liberalization to the United States and to other GATT coun- 
tries. At the same time, the United States has made strong representations 
directly to the principal trading countries using import restrictions, urging the 
prompt removal of discrimination and the early relaxation of remaining quanti- 
tative restrictions, whether or not discriminatory. 

With its rules forbidding discrimination in foreign trade except under care- 
fully defined circumstances, the GATT has proved extremely effective in these 
efforts to remove discrimination. The major work of the 15th session of the 
contracting parties to GATT, which met last summer, dealt with the removal or 
reduction of government impediments to trade, largely quantitative controls over 
imports. At that session the contracting parties adopted a report which con- 
cluded that discrimination in trade on balance-of-payments grounds should 
quickly be ended. Furthermore, each year there is an examination of the im- 
port restrictions imposed on balance-of-payments grounds by countries adher- 
ing to the GATT. The countries are urged, during these consultations, to relax 
as much as possible their trade restrictions maintained for balance-of-payments 
reasons, and to eliminate them if they are no longer required on financial grounds. 

There has been widespread recognition in other forums also that, with the 
change in economic and financial conditions, import restrictions should be 
relaxed. The International Monetary Fund has called upon member countries 
with current receipts largely in convertible currencies to eliminate discrimin- 
atory restrictions with all feasible speed. In a report published this month the 
United Nations Economic Commission for Europe advises European countries 
to remove barriers against American goods in order to absorb excess purchasing 
power at home and prevent inflation. 

The response throughout the world to U.S. requests that discrimination be 
Temoved has been encouraging. Since 1958, all of the Western Eurecpean 
countries have taken steps to reduce discrimination, and many of them have 
liberalized over 90 percent of their trade with the dollar area (based on the 1953 
value of private trade). Japan has moved to relax import controls, and has 
announced that further measures will be taken during 1960 and early 1961. 
Many countries in Africa, Asia, and South America have gone far toward 
Temoving discrimination, although they maintain many nondiscriminatory 
quantitative restrictions. 

Specifically, the United Kingdom announced liberalization moves in August 
and November 1959 and in January 1960, freeing such commodities as butter, 
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textiles and clothing, tobacco, machinery, and photographic equipment from cop. 
trols. The United Kingdom now imposes discriminatory controis directed at 
the dollar area on only 10 commodities. 

In announcements of September, November, and December 1959 and April 
1960 France freed such commodities as outboard motors, cotton textiles, nylop 
and synthetic fabrics, automobiles, and phonograph records from discriminatory 
restrictions. Although France still imposes quantitative controls on a fairly 
large number of commodities, on only 21 products are these controls discrimi. 
natory. 

Sweden, Denmark, Portugal, Norway, Switzerland, Belgium, and the Nether. 
lands have virtually removed discrimination and, in most cases, have taken steps 
to relax quantitative controls in general. 

In addition, Germany, Italy, Austria, Finland, and Spain have taken steps 
within the past year to lessen discrimination on imports from the United States. 

In other parts of the world, Australia and New Zealand have almost elimi- 
nated discrimination, and have taken steps to liberalize trade in general. India 
has removed discrimination, but quantitative controls remain in effect for 
balance-of-payments reasons. Japan, as noted earlier, has taken some steps to 
liberalize trade and to remove discrimination, and has announced its intention 
to take further steps in the near future. The Federation of Rhodesia and Nyasa- 
land, Kenya, British East Africa, Ghana, Malaya, Singapore, Argentina, Chile, 
Peru, and Uruguay have all taken some steps to reduce their trade restrictions, 
U.S. taxpayer’s money to assist a government-owned monopoly in Brazil. There 
countries which have moved more slowly than their financial condition warrants 
in reducing discrimination; and there are commodities which more than others 
are hampered by general quantitative restrictions. Italy has lagged behind the 
other Western European countries in liberalizing products from the United 
States. The list of products under quantitative import restriction when im- 
ported into Italy from members of the Organization for European Economie 
Cooperation comprises only 133 tariff classifications; the corresponding list for 
dollar imports consists of 2,071 tariff classifications. There is a similar problem, 
although less serious, with Austria, which imposes quantitative restrictions on 
a long list of commodities and which still maintains discriminatory restrictions 
on some important agricultural commodities and textiles. 

In general, the restrictions which are still applied by European countries have 
their most restrictive effect on agricultural commodities. Such important U.S. 
products as fresh and processed fruit, wheat, tobocco, canned meats, poultry, 
barley, and corn are still under quantitative import restriction in many Euro- 
pean countries. 

Many of the less developed countries in Africa, Asia, and South America still 
employ quantitative import restrictions: in some cases these restrictions have 
been tightened in recent months because of balance-of-payments difficulties. 
However, in most cases these restrictions are not discriminatory and US. 
exporters have an opportunity to compete with other exporters for the avail- 
able market. 

We can say, however, that discrimination has become the exception rather 
than the rule in international trade. We are confident that there will be further 
progress in the coming months and that, by the end of the year, quota discrimina- 
tion against our exports will be virtually a thing of the past. 

As discrimination is removed, U.S. exporters have increasing opportunities to 
participate in the new and expanding markets overseas. We estimate that the 
actions taken to remove quantitative import restrictions since 1958 in Western 
Europe alone have increased the potential American market by roughly half a 
billion dollars. The measures taken by the overseas sterling area countries, 
by Japan, and by many other countries in Africa, Asia, and South America, will 
improve U.S. export prospects in those areas as well. And as markets grow 
overseas, U.S. exports will also grow. 

In September of this year the United States will again be negotiating for 
reductions in foreign tariffs. We hope that as a result of these negotiations 
the tariff barriers to our exports will be reduced and that our exporters will 
have greater opportunities to increase their sales. 

In concluding, I think it relevant to note here that, as the members of the 
committee already know, the executive branch is expanding is facilities to help 
U.S. businessmen sell more goods in the growing markets of the free world 
countries. Thus we are not only continuing the work of reducing governmental 
barriers to U.S. exports, but we are seeking to help our business community 
extend its activities in the world market. When you consider that in Western 
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Europe alone the overall measure of economic activity shows an increase from 
$125 billion in 1950 to $240 billion in 1958, and you realize that in these countries 
foreign trade accounts for as much as a third of the total flow of goods and 
services, you gain a better picture of the potential trade opportunities for U.S. 
business abroad. We hope that the work of this committee will help bring home 
to American business the impressive new potentialities for U.S. exports, and 
that our business and industry will respond with the vigor and initiative which 
all the world recognizes as basic American qualities. 





STATEMENT BY THE INTERNATIONAL TRADE COMMITTEE OF THE ILLINOIS MANUFAC- 
TURERS’ ASSOCIATION ON TAXATION OF FOREIGN Source INCOME 


The Communists are extending their cold war to the economic field and are 
making strenuous efforts to expand their trade with the free world. They 
present a new threat to our foreign commerce since the totalitarian states, with 
nationalized industries, are not concerned with profits and terms of payment. 
The foreign trade of the Communists is a part of their national policy and is 
not motivated by the consideration of private enterprise. 

It is the proclaimed policy of our Government to promote and encourage 
foreign investments. Our system of taxation of foreign income should therefore 
support this policy. It must recognize he special risks involved in investing 
or selling abroad. These risks embrace foreign exchange and import restrictions, 
depreciation and devaluation of currency, unreasonable labor laws, special 
import and transfer taxes, nationalization, etc. 

The Illinois Manufacturers’ Association, accordingly, recommends that the 
Internal Revenue Code of 1954 be amended to provide— 

1. That U.S. corporations be allowed to transfer assets of a subsidiary 
abroad to another foreign corporation, owned or controlled by them, with- 
out the payment of U.S. tax until the earnings are returned to the United 
States ; 

2. For the establishment by U.S. companies of a new class of foreign 
business corporation, domiciled in the United States, which would derive 
its income from foreign sources. Such companies to be allowed to defer 
payment of U.S. income tax until the income is distributed: 

3. That the provisions of the Western Hemisphere Trade Corporation 
Act* be extended to U.S. enterprises in other parts of the free world; 

4. That any foreign income tax which was waived by a foreign country 
as a specific inducement to attract foreign investment should be allowed 
as a credit against U.S. tax due on such income ; 

5. That U.S.-owned foreign corporations should receive the same tax 
treatment of gains realized from involuntary conversion of property as is 
extended to domestic corporations. 

Until new laws are enacted, the Illinois Manufacturers’ Association recom- 
mends that the Treasury Department be buided by the intent of the Western 
Hemisphere Trade Corporation Act in its rulings and interpretations of the 
act, to permit compliance with the law, within the framework of existing 
business practices. 


STATEMENT BY THE INTERNATIONAL TRADE COMMITTEE OF THE ILLINOIS MANU- 
FACTURERS’ ASSOCIATION ON U.S. ForEIGN COMMERCE SERVICE 


The Soviet bloc is now making a strenuous effort to extend the cold war into 
the economic field. The areas of their attempted economic penetration include 
the Asiatic countries, the Near East, and even Latin America. They present 
a serious threat to our foreign commerce since the totalitarian states, with 
nationalized industries, are not concerned with profits and terms of payment. 
The foreign trade of the Communists is a part of their national policy and is 
not motivated by the considerations of private enterprise. 

To meet this threat, our citizens require competent and efficient Govern- 
ment representation in the field of foreign commerce. The IMA regards it 


_ 


important that U.S. businessmen engaged in foreign trade should have avail- 





The Western Hemisphere Trade Corporation Act enables U.S. companies doing 95 per- 
cent of their business in the Western Hemisphere to secure a 14 percentage point tax reduc- 
tion; in other words, they may pay 38 percent tax instead of 52 percent. 
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able information on competition in foreign markets and economic conditions 
not obtainable through private sources so that U.S. commercial interests wil] 
be on an equal basis with the commercial interests of other nations. 

The IMA recommends that an adequate number of experienced commercial] 
service Officers be assigned abroad to meet the expanding needs of both Goy- 
ernment and business; that Government Foreign Service officers be returned 
periodically to the United States for practical training in current American 
foreign business methods and needs, under the supervision of the Department 
of Commerce with the assistance of qualified businessmen; that both the De. 
partment of Commerce and the Department of State make a greater effort to 
promote and protect the industrial and commercial interests of U.S. citizens 
abroad. 


STATEMENT BY GARDNER PATTERSON, PRINCETON UNIVERSITY 


Recent months have brought the welcome news that our exports have been 
turning upward and that the increase in imports has been tapering off. It 
would be tempting to conclude that perhaps the issues before this committee 
will soon no longer be problems. But a most important aspect of the U.S, 
balance-of-payments situation is not only that the deficit reached the striking 
total of $3.4 billion in 1958 and $3.7 billion in 1959 (excluding payments to the 
IMF to cover our increased quota), but that we have had a deficit each year 
since 1949, excepting only 1957. For the decade of the 1950's the rest of the 
world earned, net, at least $18.5 billion from the United States, and it may have 
been as much as $22 billion, depending on the actual composition of the various 
unrecorded transactions. 

Although any such calculations are most rough, the record of the past 10 
years suggests that perhaps the hard core of the problem of the gap between 
our current earnings and expenditures, given our present foreign aid and 
military policies, is some $1.5 to $2 billion per year.’ Just as the sense of panic 
that some apparently felt a few months ago about our balance of payments was 
unjustified, so, too, the recent improvement does not warrant the conclusion 
that all is well in our international financial affairs. 

Most of those who have spoken or written on the U.S. balance-of-payments 
problem in recent months from the point of view of suggesting “remedial meas- 
ures,” the clarification of which is one of the purposes of these hearings, have 
emphasized that, while the deficits are the net result of all our transactions, the 
most desirable way of stopping the drain of our gold and the buildup of foreign- 
held dollar balances would be an expansion of U.S. exports. My assignment 
was to state my views on ways of expanding our exports and especially on the 
role of lower foreign import restrictions. It is important to remember at the 
outset that the general trend of our merchandise exports has been upward over 
the past decade and in 1959 their value was a third greater than in 1949; the 
trouble is that they haven’t increased enough to finance all that we chose to 
import, to invest abroad, and to offer as aid to foreign nations. 

Among the popular prescriptions for encouraging exports have been greater 
efforts by American producers to pattern their products to foreign tastes, an 
intensification of our selling effort abroad, a more energetic effort by the execu- 
tive branch to seek out possible customers for our exports, the provision of 
additional export credit facilities by both the Government and private financial 
institutions, and a more serious attempt than in the past to promote foreign 
travel in the United States. All of these have much to commend them and I am 


1This very rough estimate is based on a series of statistical estimates and debatable 
assumptions. It is arrived at as follows: For the decade of the 1950's official and private 
foreign grants (excluding military aid), loans and investments averaged some $4.5 billion 
er year. Our military expenditures abroad (in recent years) have averaged about $3 
illion per year. ‘To finance all this we have been generating an average annual net export 
surplus on current account of $4.5 to $5 billion. Assuming it is desirable for some years 
ahead for the United States so to handie its affairs that the rest of the world is able to 
add about $1 billion per year to its reserves via its transactions with the United States, 
and assuming it is also desirable to maintain our foreign aid and investment and military 
policies at the levels of the past few years, we are left with a residual balance-of-payments 
roblem of roughly $1.5 to $2 billion per year. The assumption that it is desirable for the 
Jnited States to provide up to $1 billion of reserves to other nations each year assumes in 
turn that the rest of the world’s reserves should be equal to about 40 percent of imports, 
that imports on the average will increase by some $4 to zs billion per year in the next few 
vears, and that roughly $600 million of new gold and 
currencies will be added to the stocks of international reserves each year. 
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not commenting further on them only because I assume from the agenda that 
others who appear here will.’ 

Probably more popular than any of these has been the recommendation that 
we intensify our anti-infiationary policies with the aim of decreasing the price 
disadvantage—or increasing the price advantage—our exports have in world 
markets. As a general policy this, too, has much that is obvious to be said for 
it, so long as it is not pressed to the point where it leads to significant amounts 
of unemployment or conflicts sharply with economic growth policies. However, 
the record of the past many months indicates that the price level in the United 
States has now leveled off and there may be little room for general anti-inflation- 
ary, aS distinct from outright deflationary, policies. Moreover, the available 
evidence indicates that so far as there is a price problem for our exports it may 
not be so much that our prices have risen faster in recent years than our com- 
petitors’ but rather that they have now developed the capacity to produce large 
amounts of goods for which their costs, at the post-1949 exchange rates, have 
long been lower than ours. 

It is striking that while anti-inflation has often been offered as a cure and 
many have spoken of the disparities in costs between domestic and foreign pro- 
dueers growing from the great surge in the past 10 years in both production 
and productivity abroad, especially in Western Europe and Japan, few have 
suggested that the difficulties our exporters face on the price side be attacked 
by the classical device of altering some exchange rates. Indeed, almost everyone 
who has spoken on this point has specifically urged that we not devalue the 
dollar, that is, increase the price of gold. The reasons are impressive ones: First. 
it probably would not be effective since others would quickly respond by counter- 
vailing devaluations. Second, a devaluation would change the value of the dollar 
vis-a-vis all currencies, but most of our problems of serious price competition 
come from only a few industrial countries in Western Europe and Japan. ‘Third, 
since the United States is the world’s most important international financial 
center, the mere serious possibility of a dollar devaluation would not only create 
a huge and unbearable drain on our gold stocks but the flight from dollars to 
gold would substantially reduce the total amount of effective international re- 
serves in the world, thus creating new problems for foreign trade, including our 
exports. 

Ruling out a devaluation of the dollar, which one should, still leaves the ques- 
tion of whether there is possibly emerging a distorted exchange rate structure— 
a state of affairs which, if it continues, may constitute a case for the appreciation 
of certain other currencies. 

During the past 9 years* the rest of the world as a whole, excluding interna- 
tional institutions, has nearly doubled its gold and dollar holdings; they in- 
creased from about $19.1 billion to $36.4 billion. A great many foreign nations 
have shared in this increase, but in a very unequal fashion. Thus, the gold 
reserves and dollar holdings of the Latin American nations as a whole increased 
during the 9 years by only about $600 million, or by one-sixth; the Asian nations, 
excluding Japan, by less than $500 million, approximately 40 percent. The 
entire sterling area gold reserves and dollar holdings increased less than one- 
fourth, or by about $1 billion. Africa and Eastern Europe, excluding the U.S.S.R. 
for which data are not available, by probably no more than $200 to $300 million. 
Canada’s holdings nearly doubled, to about $3.6 billion. The striking increase 
has been in continental Western Europe, whose reserves increased nearly three- 
fold, or from $6.8 billion at the end of 1950 to nearly $20 billion last December. 
And of that $13 billion increase, Germany alone accounted for about $4.5 billion, 
Italy for over $2.5 billion, and the Netherlands $1.2 billion. Japan tripled its 
holdings by adding nearly $1 billion. 





*Tying our foreign aid to U.S. exports has also been recommended by some and last 
autumn was applied to many Development Loan Fund activities. This is to be regretted. 
Not only is it likely to give but little encouragement to our exports since most aid funds 
were already being spent here, but it violates an important principle—permitting persons 
to buy in the cheapest market. It is in our long-term interests to see that principle hon- 
ered, particularly as we now expect other nations to increase their foreign-aid activities. 
If our aid recipients prefer to buy elsewhere goods that are available in the United States 
and those suppliers in turn prefer dollars to our goods it is probably because our exports 
are not price competitive and the best solution to the problem is to make them so. If this 
is not feasible, then the case for extending aid is greatly weakened. 

*The end of 1950 rather than the end of 1949 is selected as the reference point because 
of the large amount of speculative and flight capital movements which took place in late 
1949 and early 1950. 


The gold and dollar holdings data used here have been taken from various issues of the 
Federal Reserve Bulletin. 
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It is incontestable that it was in the interest of economic growth and of freer 
international trade that each of the Western BDuropean nations and Japan add 
substantially to the reserves they held in 1950. Not only were their reserve 
holdings commonly regarded as inadequate at the time but the value of their 
trade and need for reserves has increased a good deal in the years since. None- 
theless, it may well be that Germany and Italy in particular, and to a lesser 
extent the other Western European countries cited, and Japan, have now 
reached the point where, if they continue to run surpluses of anything like the 
recent dimensions, the result may be a new maldistribution of reserves that is 
not in the interest of expanding world trade, especially since none of these yet 
serve as important reserve currencies. It is intended only mildly to suggest that 
there may be developing a case for appreciating the currencies of those countries 
whose gold and foreign exchange have been increasing at rates very much 
greater than those of other countries, which have now reached substantial 
absolute amounts, and which as a percentage of imports are well in excess of that 
commonly deemed necessary to support the pursuit of domestic full employment 
and liberal trade and payments policies.* 

The interesting aspect of this from the point of view of my topic is that the 
fierciest competition for both our exporters and our import-competing industries 
during the past decade, and that which seems to have grown more serious as the 
years went by, have been in finished and semifinished manufactures.” And among 
our most serious competitors—both abroad and in our own markets here at 
home—have been Germany, Italy, Japan, and, to a lesser degree, France, and 
the Netherlands. An appreciation of the currencies of these nations, which it 
must be stressed can be justified, if at all, only if they pursue domestic and 
foreign policies that leave them in great and continuing surplus vis-a-vis the 
rest of the world as a whole and not just the United States, would greatly en- 
courage our exports by making them more price competitive.® 

The most popular prescription of all for enlarging our trade has been that 
foreigners reduce their nontariff restrictions against our exports, especially 
those that discriminate against dollar goods. 

For many years after World War II, it was common practice for must other 
nations to resort to direct controls over imports to protect their relatively meager 
supplies of foreign exchange and to give priority to imports of those goods and 
services regarded as most essential by the authorities for whatever national 
programs and objectives were then being pursued. In practice, many of the 
restrictions were specifically directed against dollar imports and resulted in 
much formal discrimination against U.S. producers. These so-called balance of 
payments import restrictions were usually permitted under the transitional and 
temporary clauses of such international agreements as the GATT and the Inter- 
national Monetary Fund and they took many forms, but various types of exchange 
controls and import quotas were the most common. One effect of these was that 
often the tariff concessions which were granted the United States did not become 
operative and our tariff cuts became for the time being unilateral rather than 
reciprocal. 

Relatively little effort was made by the United States or the internationul 
institutions to get nations to remove these quotas during the “dollar shortage” 
era. However, the substantial improvement in domestic economic conditions 
and in the balance of payments position of many countries that began around 
1950 both permitted and encouraged their relaxation. Many outside observers, 
including the U.S. Government and the IMF, found the progress in the early and 





* Another way of looking at this situation is to ask whether for some countries the 1949 
devaluation did not result in their having overvalued currencies once their excess internal 
liquidity had been absorbed and their production capacity restored? 

5 See Department of Commerce. Survery of Current Business, December 1959, pp. 11-18, 
for a recent analysis of these problems. 

®It needs emphasis, of course, that a decision to change any of these rates is one that 
eannot be taken by the U.S. Government nor by any of the international organizations. 
The sanctions and pressures that can be applied against persistent international creditors 
are notoriously weak. Nonetheless, both TTreetly and via the IMF, the U.S. Government 
can exercise a good bit of influence on the exchange rate policies of other nations. 
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middle 1950’s a good bit slower than the overall balance of payments positions 
appeared to them to justify. There were many reasons for this slow progress. 
These import restrictions were often a convenient way for the foreign govern- 
ment to exercise control over the domestic economy. The memory of foreign 
exchange shortages was strong in the minds of foreign authorities and they 
were cautious about changing policies on the basis of what might prove to be 
only a temporary improvement in their balances of payments. Many believed 
their reserves, though growing, were still inadequate. Finally, many of these 
barriers to our exports were retained because they had also served to protect 
domestic producers and so had encouraged investment of both capital and labor 
in activities which might not be able to survive the greater foreign competition 
that could result from removing the controls. 

Nonetheless, for several years now there has been a movement to dismantle 
these trade barriers. This slowed down in 1957 in the face of the payments 
difficulties confronting many nations as a result of the Suez crisis, the poor 
harvests in Europe and some increase in speculative capital movements. But 
it was accelerated in 1958, especially in Western Europe and the sterling area, 
although the record in the rest of the world was spotty.’ The decisoin of sev- 
eral Western European nations in December 1958 to make their currencies con- 
vertible for nonresidents—and often in practice, nearly convertible for resi- 
dents—further encouraged a more liberal import policy and removed for the 
many nations whose current receipts were largely in externally convertible 
currencies, the financial logic for discriminatory restrictions against U.S. ex- 
ports.. The stage was thus set for more progress, and in 1959 the American 
Government apparently took every opportunity to urge foreign governments— 
especially those of Western Europe—to proceed apace with the removal of their 
nontariff restrictions to trade, and in particular, those which discriminated 
against dollar goods. Not only were the general advantages to all of freer 
trade and the especially restrictive and costly nature of quantitative restrictions 
emphasized, but other nations were reminded of their obligations under the 
GATT and the IMF (to say nothing of the bilateral trade agreements and the 
treaties of friendship, commerce, and navigation with the United States), not 
to discriminate against our exports and to make less use of various forms of 
quantitative import restrictions now that their balance of payments situation 
had eased. 

Where prompted by the U.S. activities or not, last year did see most of the 
Western European and sterling area countries accelerate the removal of their 
nontariff import restrictions. Complete and up-to-date data are not available 
to the writer, but reports in the press indicate that the ratio of imports from 
the United States (and Canada) freed from quantitative imports restrictions 
by the major Western European countries rose as indicated in the following 
table. And some of these quotas are so large as not to be very restrictive. 
Thus, quotas against American exporters, while not insignificant, are no longer 
a major aspect of the commercial policy of most Western European countries, 
especially of the larger and richer ones. Moreover, the Western European 
nations still maintain a few quotas on trade with each other so that not all 
of the quotas on dollar imports discriminate against our exports. 





TFor details on 1958 see Third Annual Report of the President of the United States on 
the Trade Agreements Program, Department of State, June 25, 1959. The annual Report 
on Exchange Restrictions by the International Monetary Fund and the monthly Interna- 
tional Trade News Bulletin by the GATT are prime sources of detailed information. 

8The IMF issued a formal declaration to this effect on Oct. 25, 1959. For the text see 
IMI, International Financial News Survey, Oct. 30. 1959. 

®*This was the central theme of the United States at the May 1959 meetings of the 
GATT, at the meetings of the Board of Governors of the International Monetary Fund and 
World Bank in Washington in September 1959, and at the 15th session of the contracting 
parties to the GATT which met in Tokyo in October and November 1959. 
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Western European liberalization of imports from the United States and Canadg 


(Liberalization percentage] ! 
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Member countries combined -_................-|..-.....-.-- 2 54 | 73 85-87 














1 Source: OEEC “Tenth Annual Economic Review: ‘Policies for Sound Economic Growth,’ Paris, 
1959” and various press reports. These liberalization percentages indicate for each country the share of 
its private imports in 1953 from the United States and Canada of products free from quantitative import 
restrictions at the given dates. 


The nations of Latin America, Africa, and Asia, excluding the sterling area 
countries, on the other hand, have recorded an indecisive movement on these 
matters in recent years. There has been no clear pattern, with various coun- 
tries undertaking a mixture of liberalizing and more restrictive measures; 
direct controls over imports continue to be extensively used. Nonetheless, the 
Latin American nations, who take over a quarter of our exports by value, now 
practice every little discrimination against the United States. Additional mar. 
kets for our exports in these areas via this channel will therefore have to come 
largely from across-the-board reductions of nontariff controls. But, as noted 
earlier, these countries as a group have not added substantially to their foreign 
exchange reserves in the past decade and they often restrict imports both to pro- 
tect these relatively low reserves and in order to exercise selection of imports 
with a view to encouraging their economic development. Thus, the principal 
shortrun effects of their restrictions are on the composition of American exports 
rather than the total amount. As their economies develop and as they bring 
their inflations under control one can perhaps expect a removal of these restric 
tions. But this will take time. Africa and Asia take only about one-sixth of 
our exports and, in any event, much of what has just been said about Latin 
America also applies to them although there is somewhat more discrimination 
than in Latin America. Japan, it should be noted, in 1958 and 1959 took seyv- 
eral important steps liberalizing her import restrictions and greatly reducing 
discrimination against our exports. In Canada, which takes over one-fifth of 
our merchandise exports, import quotas play an important role primarily with 
respect only to agricultural products and are related, as in this country, to 
domestic agricultural subsidies. They are therefore not likely candidates for 
early discard. 

What means does the United States have for hastening the removal of the 
remaining quantitative restrictions against our exports? Probably the most 
important is to continue reminding them of the obligation they have as members 
of the GATT and IMF to avoid discrimination and to remove all direct import 
restrictions as quickly as their balanece-of-payments situation will permit. We 
also are entitled to remind others that they “owe” us the removal of many of 
these obstacles to our exports since they often nullified the concessions we 
“bought” in our trade agreements. In addition, the IMF, in whose affairs we 
have an important voice, is now more able than ever to offer members access 
to its resources in order to obviate the necessity of their imposing restrictions 
on our exports to meet temporary balance-of-payments difficulties. Presum- 
ably, we also have some influence on the policies of others, not only in these 
international forums and the OEEC as well, but also in the bilateral discussions 
which are going on all the time. It is, however, not possible for an outsider to 
appraise the influence we can expect to exert. 
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In any event, for the reasons mentioned above, there seems to be little we can 
expect in the near future in the way of a reduction in nontariff import re- 
strictions from Canada, Latin America, Africa, and Asia, excluding the sterling 
area. Over time the prospects are brighter, provided these areas are able to 
increase their GNP and their foreign exchange earnings. This, in turn, of 
course, will depend in part on a host of U.S. policies which are outside my terms 
of reference. 

This leaves Western Europe, the United Kingdom, and the Sterling Area as 
places where a reduction in quantitative restrictions may be important in the 
near future. What may we expect in the way of larger exports from the removal 
of the barriers which have recently taken place and which one hopes will con- 
tinue? Only rough speculation is possible for the present writer, since he has 
neither the detailed information nor the facilities to calculate the possible effects, 
country by country and commodity by commodity. Nevertheless, there seems 
little reason for believing that anything approaching a complete answer to our 
balance-of-payments deficit can be hoped for from this source. Most of the 
remaining European discriminations against the United States are on agricul- 
tural commodities and finished consumer goods. The former are in a special 
category in both Europe and the United States and the latter are the sorts of 
commodities with respect to which the Europeans have in recent years proved 
such effective competitors, and which, moreover, often carry high import duties 
in Europe. One hears bandied about the estimate that the removal of all the 
discrimination against dollar goods, including that which took place in 1959, 
probably would increase the U.S. exports, given several years for the impact to 
be felt, by from $200 million to $500 million per year. If to this one adds the 
removal of the relatively few import quotas which still apply to intra-European 
as well as to dollar imports—some of which are so large as to be largely ineffec- 
tive—it would appear to be a matter of pleasant surprise if the beneficial effects 
on U.S. exports exceeded half a billion dollars per year. 

All in all, although it is obviously of great importance that the United States 
continue to press for the abolition of these restrictions, it seems likely that this, 
for us, painless policy will not be sufficient to expand our exports by the amounts 
necessary to close our balance-of-payments gap. 

If that deficit is to be closed by larger exports rather than curtailed imports, 
remedial measures may also have to take into account price considerations. The 
possibilities here include not only general inflationary-defiationary policies here 
and abroad and the exchange-rate problem mentioned earlier, but also the tariffs 
that other nations impose. I cannot emphasize too strongly my view that any 
program to expand U.S. exports ought to include efforts to lower tariffs abroad. 
I was struck by the fact that in the agenda sent me on these hearings the prob- 
lem of tariffs received no specific mention. This is especially surprising since 
the agenda gave a prominent place to the various regional integration schemes 
and, as I am sure those who discuss them will point out, there are great possi- 
bilities in these arrangements for discrimination against U.S. exports. It will 
bea most unfortunate turn of events if, just when it was found possible to remove 
most of the discrimination against our goods resulting from the quantitative 
restrictions imposed for balance-of-payments reasons during the dollar-shortage 
era, we are faced with new discrimination resulting from the preferential tariff 
treatment given each other by members of the new regional economic arrange- 
ments. The adverse effects on our exports of this new type of discrimination 
might easily exceed by a good bit the benefits we can hope to get from the recent 
and prospective removal of the postwar quantitative restrictions. 

Our best weapon for getting the rest of the world to lower their tariffs against 
our exports and of encouraging the new regional groupings to minimize the dis- 
crimination against us (by rapidly lowering their external tariffs as they reduce 
the internal ones) will be for the U.S Congress to write new foreign-trade legis- 
lation permitting the executive branch not only to argue but to offer important 
trade concessions in return for action by others favorable to our exports. New 
authority is necessary if U.S. trade policy is to get off the dead center it has 
been on since 1950, and if we once more are to exercise the leadership toward 
freer trade that is appropriate for the world’s largest producer, importer, 
exporter, and foreign investor. 
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STATEMENT BY BRENT BREEDIN, PRIVATE FOREIGN MANAGEMENT COUNSELOR 


My name is Brent Breedin. I am presently engaged in foreign management 
counseling in Washington, D.C., following a recent 3-month trip around the world 
and, prior to that, 27 months as resident manager of Hunt Internationa] 
Petroleum Co. in Pakistan. 

In order to be as concise as possible, I shall list my observations and follow 
them with recommendations. 

(1) An American businessman in a foreign country—either operating as q 
member of the local community or surveying the field of opportunity—cannot 
expect efficient assistance and guidance from U.S. Embassy personnel. Genuine 
interest in helping Americans to do business in the country is seldom found, 
Often, an American entrepreneur feels he is being ‘“tolerated”’ but not necessarily 
wanted. Polite talk is usually available, but concrete assistance based on 
surveys and experience is too often not given. There are ample personne] 
assigned to embassies and their various annexes to do a better job; however, 
coordination of commercial and economic-type activities is lacking. 

During my 27 months in Pakistan as a member of the American business 
community, no survey of U.S. business activity was ever made. Not once was 
the Hunts’ multimillion-dollar oil operation visited, although I gave the Embassy 
personnel a standing invitation. The extent of embassy interest consisted of 
a luncheon every 2 or 3 months for the dozens or so American executives 
residing in Karachi. Discussions with Americans visiting Pakistan, and my 
own personal experiences as a traveler in the fall, substantiate my other general 
observations. 

Recommendation.—That each embassy have an official of ministerial rank to 
manage and supervise a department patterned after a trade and development 
board in this country with its various divisions of trade promotion, tourism, 
industry, agriculture, economic statistics, and publicity. Such a department 
should be set up without adding to the total number of persons presently em- 
ployed abroad by drawing on current personnel and budget funds of the De- 
partment of State as well as the Departments of Commerce, Agriculture, Labor, 
Welfare, Treasury, Interior, the International Cooperation Administration, and 
the U.S. Information Agency. 

(2) Foreign nationals employed by the United States abroad appear to be 
overpaid in the driver-clerk-typist category while either underpaid or non- 
existent in positions of greater responsibility. The ceiling on salaries to Pakis- 
tani working at the U.S. Embassy is 1,000 rupees per month ($210). I know 
of several instances where embassy employees reached the top grade several 
years ago and lost interest in their jobs afterward. Without question they 
could do the job of an American earning several times this. Their counterparts 
in business in Pakistan were earning more than the Embassy ceiling. 

Recommendation.—Key foreign personnel employed by the U.S. Government 
abroad should be better paid and/or utilized, particularly in the commercial 
category. 

(3) In the United States, the number of Government employees engaged in 
matters relating to foreign commerce is even greater than the total number 
stationed abroad. Since commencing my counseling activities in Washington 
the first of this year, I have found it impossible to locate in any one spot, or 
in any dozen spots, the kind of information desired and required by serious- 
minded businessmen eyeing foreign trade and investment possibilities. It’s 
easy to understand why novices in the field lose interest and build up false 
conceptions of the problems involved in doing business out of the country after 
getting lost in the maze of U.S. Government and agencies which are set up 
to help them. 

Recommendation.—That the group made responsible for foreign trade, de 
velopment, and promotion—whether it be the Department of State, the De- 
partment of Commerce, or a separate agency—be given authority to coordinate 
activities and personnel in this country so as to eliminate waste and duplica- 
tion of assignments. 

(4) Foreign government commercial and economic people, both in their native 
lands and attached to consulates and chanceries in the United States, have 
aims in common with their U.S. counterparts in many instances; yet, close 
working relationships are seldom found. 
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Recommendation.—As much coordination as is practical in all fields should 
be agreed to. Almost without exception, what’s good for the people of foreign 
nations is good for U.S. business. And vice versa. 

Though my firsthand experience in other fields important to the foreign 
commerce study is limited, I have discussed the questions of credit guarantees 
and regional trade groupings on many occasions and am in favor of both. 
Hand in hand with these belong some manner of international clearing plan 
along the lines of that reported in an ICA study of 1958, the purpose of which 
was described briefly as follows: “To promote, facilitate, and finance addi- 
tional international trade transactions on a short-term self-liquidating basis 
and to render certain services under one roof to the import-export trade in 
order to facilitate multilateral transactions”—and improved customs and import 
agreements in the United States and foreign countries, resulting in the elimina- 
tion of discriminations and costly delays, should be worked out. 

In summation, it is my feeling that the first and most important step to be 
taken in the direction of enlarged foreign commerce activities by the United 
States is one of coordination—coordination of what we and our trading partners 
already have in the way of trade and development efforts. Most of my emphasis 
is on the proper usage of management and personnel. This may appear to be 
an oversimplificaticn; but experience has taught me never to be surprised at 
the difference to a project one dedicated and energetic individual can make. 
I am confident that there are many such individuals presently covered in the 
maze of disorganization which I shall call our foreign commerce effort, and 
many others can be attracted to fill posts vacated by retirement and nonrenewed 
contracts. 





STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States believes that the Nation’s 
maximum economic health and growth require a growing export and import trade. 
Increasing this trade depends primarily upon strengthening the competitive posi- 
tion of U.S. products, together with a realistic understanding of the role of im- 
ports—of a truly reciprocal exchange of goods and services—in achieving and 
maintaining a high level of exports. 

We deem it to be vital to any consideration of foreign economic policy to 
recognize at the outset that the United States, in cooperation with other nations, 
has a vital stake in promoting measures to achieve the greatest possible relaxa- 
tion of discriminatory and restrictive trade practices. These practices reduce 
the flow of goods and services and the volume of international payments. They 
obstruct production, distribution, and economic growth. Such practices include 
exchange controls, quotas, preferential or discriminatory treatment, monopolies, 
subsidies, bilateral trade and exchange agreements, and other devices. 

The policy of the U.S. Government should, at all times, promote achievement 
of these goals, consistent with the national interest, which requires the mainte- 
nance of a healthy, competitive-enterprise economy at home. 

For the past 26 years the national chamber has supported the principles of a 
reciprocal trade agreements program. We have urged that the United States 
pursue a constructive and realistic tariff policy which seeks to encourage a 
high level of international trade and investment as a means of promoting the 
growth and cohesiveness of the community of free nations, while affording rea- 
sonable protection for U.S. industry and agriculture against destructive or un- 
fair competition from abroad. 

The chamber continues to advocate a trade agreements program which pro- 
vides the Government with adequate authority, exercised through the proper 
agencies for negotiation and administration, to make effective agreements for 
the selective adjustment of tariffs and the orderly and gradual reduction of other 
barriers to world trade. Such adjustments should be accompanied by comparable 
or appropriate tariff reductions and the elimination of trade restrictions, whether 
in the form of quotas, exchange controls, or otherwise, on the part of foreign 
nations. There sould be general agreement among nations on acceptable and 
binding definitions of unfair practices in international trade. In our support for 
the trade agreements program, we have emphasized that there must be included 
provisions for (1) adequate safeguards for interested parties to be heard prompt- 
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ly on contemplated and publicly announced negotiations, and (2) an escape 
clause, effectively administered, permitting timely modification or withdrawal of 
concessions in order to deal with unforeseen developments seriously injurious 
to domestic producers. The determination of injury due to imports should be 
judged in the light of the national interest. 

Currently, concern in the international economic field stems largely from a 
growing deficit in the U.S. balance of payments. In 1959, the deficit was $3.7 
billion. 

Greater public understanding of the balance-of-payments “problem” is needed? 

The balance-of-payments “deficit” should not be confused with the U.S. balance 
of trade. The latter continues to be “favorable.” In 1959, national exports 
topped imports by more than $1 billion. For 1960, an even greater surplus of ex- 
ports over imports is predicted. 

ixports are sharply increasing. During the period of December 1959 to 
February 1960, our exports of commercial goods and services were at an annual 
rate of $18.5 billion. 

In 1959, other countries considerably reduced their dollar discrimination. 
This may permit our exports to increase at least $300 million a year. 

The mutual security program has an important effect on the U.S. balance of 
payments “problem.” The existing program calls for outflows of from $4 to $5 
billion yearly. The burden of alleviating the U.S. balance of payments deficits 
rests largely on expanding doljlar-earning exports. Reduction of imports, on the 
other hand, would not alleviate the deficit and such a course would have serious 
and far-reaching economic implications. 

In considering means of alleviating the balance of payments problem, it is 
important to appraise objectively possible detrimental implications of actions 
such as— 

1. Unilateral U.S. action to restrict imports.—Cooperation with other 
nations to achieve the greatest possible relaxation of discriminatory and re 
strictive practices which reduce the flow of goods and services can be im- 
paired by arbitrary, ex parte U.S. imposition of discriminations or restric- 
tions. 

2. Reduction in mutual security program.—The achievement of a position 
where the mutual security program will no longer be needed and can be 
eliminated should be a primary objective. Too, in the development of 
foreign-aid policies and programs, account should be taken of their impact on 
the U.S. balance of international payments. 

We must not lose sight, however, of the importance of this program as an 
instrument dedicated to the purposes of (1) security for the United States 
and the other nations of the world through assistance to their miliary estab- 
lishments, and (2) development of the economic resources and living stand- 
ards of the peoples of the free world through cooperation and self-help. 

Thus, in weighing the extent of military assistance, we cannot ignore the 
danger to our national security of cutbacks solely on the basis of balance 
of-payments considerations, if the effect might be to impair this Nation’s 
defense. 

In the area of economic assistance to underdeveloped countries, it should 
be realized that to eliminate assistance would not result in an equal reduc- 
tion in our balance-of-payments deficit; over 75 percent of mutual security 
funds are spent for goods and services in the United States. 

3. Discouragement of private foreign investments.—Investments abroad 
produce future income to the United States, and contribute to economic 
growth in recipient countries, thus helping to expand demand for U.S. goods. 

As a constructive move to alleviate the balance-of-payments problem, the 
chamber supports the recently announced administration program for export 
expansion. This program includes proposals to improve and expand Commerce 
Department services intended to aid business in promoting export trade and to 
reemphasize trade-promotion activity in the Foreign Service. 





1It should be borne in mind that the lnalance of payments includes many components, 
such as merchandise imports and exports, payments made and received for services of 
many kinds, from international movements of capital, from payments of interest on invest- 
ments, from tourist travel and from transfers in the form of support of the U.S. Military 
Establishment abroad, foreign aid, and private gifts. 


— 





2o Ff Strs 


2 R 


© 


~~ 


is = 
— 


‘ie 
Is. 
he 
rt 


ts, 

of 
st- 
iry 


FOREIGN COMMERCE STUDY 185 


The chamber, also, is cooperating with the State and Commerce Departments 
in encouraging businessmen to make more use of existing Federal services and 
information which can help them expand foreign markets. 

Businessmen must be aggressive if they are to expand business overseas. U.S. 
exports were assured during most of the postwar reconstruction period when 
purchases abroad were limited only by the supply of available dollars. Many 
domestic firms then regarded exports as merely an overflow from domestic 
markets; consequently, they did not tailor items for foreign customers nor pro- 
vide special marketing and servicing facilities. 

With increased foreign competition has come a need for more effective Ameri- 
ean action to hold and win new markets. 

The problem of trade abroad cannot be met by “pat” answers which only 
impede genuine progress. Business and labor share with Government the 
responsibility for honest appraisal and intelligent action. 

A sound domestic anti-inflation policy affords a first line of defense against 
a continuing deficit in international transactions. Fiscal, monetary, and debt- 
management considerations must take full account of proper relationships 
between wages, prices, and productivity. In addition, domestic policies, such as 
that for agriculture, have had the effect of impeding U.S. foreign trade. Over- 
eoncern with one industry sometimes creates problems for others. 

The national chamber’s attitude toward international economic problems may 
be summarized, therefore, as follows: 

1. The maximum economic health and growth of the United States call for a 
growing and properly balanced export-import trade. This, in turn, depends 
primarily upon strengthening the competitive position of U.S. products and 
effectively reducing foreign barriers against U.S. goods. 

2. If the deficit in balance of payments is to be redressed, effective domestic 
anti-inflationary policies are essential. For instance, sound taxation and labor 
law reforms could help alleviate the concern about or need of import restrictions. 
The effect of inflationary increases of domestic wage levels, as by arbitrary 
increases in the minimum rate set by the Fair Labor Standards Act, should be 
earefully measured from the standpoint of foreign-trade implications. Tax depre- 
ciation policies should be more realistic. 

3. Expansion abroad of national economies can mean broader markets for U.S. 
business, as purchasing power and standards of living rise. U.S. assistance to 
less-developed countries may well be reduced as they approach self-reliance and 
as Western European free nations assumed a greater role in providing similar 
assistance, thus aiding in meeting the balance-of-payments problem. 

4. The best answer to state trading systems is the continuous and effective 
demonstration of the free-enterprise system. Trade, aid, and investment concerns 
should not be permitted to provoke our Government into economically unsound 
countermoves or relationships injurious to other free-world nations. 

5. Fair and nondiscriminatory treatment for U.S. foreign investments should 
be assured through treaties of friendship, commerce, and navigation with coun- 
tries with which we have substantial commercial relations. Trade and invest- 
ment should be conducted under the rule of law and the sanctity of contract, 
under which the expropriation of the property of investors would not be counte- 
nanced without prompt, adequate, and effective compensation. 

6. Foreign Service personnel should be trained well, and be aware of the 
needs of industry and business. They should thoroughly understand and support 
the private enterprise concept and promote import-export trade. American 
chambers of commerce abroad can be very useful in promoting U.S. foreign 
commerce. 

7. The Government, by legislation and administration, should simplify travel 
laws and regulations to provide the greatest freedom of travel consistent with 
national security. 

8. Business should support and encourage more participation in international 
trade fairs, missions, and exhibitions. 

9. Authorized facilities of the Export-Import Bank are adequate. No need 
exists for establishment of new Government-sponsored or operated credit, ex- 
change, or transfer risk insurance facilities. 
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STATEMENT OF DANTEL T. BUCKLEY, CHAIRMAN, GOVERNMENT RELATIONS 
COMMITTEE, COAL EXPORTERS ASSOCIATION OF THE UNITED States, INo. 


My name is Daniel T. Buckley. I am chairman of the Government Relations 
Committee of the “oal Exporters Association, Inc., and assistant to the president 
of Castner, Curran & Bullitt, Inc., 60 East 42d Street, New York City, exporting 
subsidiary of Eastern Gas & Fuel Associates, and my office is located at 338 
Washington Building, Washington, D.C. 

I submit this statement on behalf of the Coal Exporters Association of the 
United States to provide you with the views of that association regarding the 
discriminations against shipments of American commodities to various countries 
throughout the world being covered by your committee in these hearings. 

So that the committee may understand what the Coal Exporters Association ig 
I might explain that the Coal Exporters Association of the United States, Inc, 
is a nonprofit organization established in 1945 to promote the export of coal and 
its byproducts. The association represents all major coal exporters in the 
United States and Canada. It accounts for approximately 95 percent of all coal 
exports. The association is an affiliate of the National Coal Association, which 
represents more than two-thirds of the commercially produced and marketed 
bituminous coal in the United States. The Washington offices of the Coal Ex- 
porters Association are housed with those of the National Coal Association in the 
Coal Building, 1130 17th Street NW. The objectives of the association are~ 

To promote and encourage the increased exportation of the products and 
byproducts of the coal and coke industries of the United States; 

To promote and encourage the consumption of U.S. coal and coke in any 
and all foreign countries ; 

To cooperate with members of the coal and coke industries and the publie 
on problems affecting the exportation of coal and coke; and 

To prepare and issue such information as will be helpful in promoting 
these objectives. 

While the coal exported by the members of the association is sent to most of 
the countries of the world, the larger part is exported to the countries of 
Kurope. 

During the calendar year 1959 the members of the Coal Exporters Association 
exported approximately 25 million tons to 44 countries throughout the world, 
at an average value f.o.b. loading ports in the United States of approximately 
$10 per ton. This $10 includes the price of the coal at the mine and the rail 
freight to the tidewater shipping port of approximately $4 per ton. 

As you will note, the total volume approximates $250 million, and in our case 
represents the contribution of the bituminous coal industry through its coal 
exporters in helping to reduce the balance-of-payments deficit that confronts 
our country at the present time. 

So that the committee may have a better understanding of our problem, I am 
appending hereto statistical table 1 captioned, “United States exports of bitu- 
minous coal, by countries of destination and continental groups, 1950-59, and sta- 
tistical table 2 captioned, “United States exports of anthracite, by countries of 
destination and continental groups, 1950-59.” The source of this information is 
U.S. Bureau of Mines; U.S. customs data supplied by the Bureau of Census. You 
will note from the statistical tabulations the Dominion of Canada is shown as re- 
ceiving a very substantial tonnage of coal ; however, the coal moving to Canada is 
a rail-lake movement in most instances, and, of course is not part of what we 
term our overseas shipments of coal and therefore is not included in the $250 
million to which I referred in a previous paragraph. 

The coal exporters of the United States in the postwar period have had to meet 
a continually changing set of conditions with respect to its foreign trade and 
export of coal. I will very briefly trace the change that has taken place since 
the close of World War II in September, 1945. 

It was apparent in the postwar period that if Europe was to get back on its 
feet the United States would have to help these European countries in a very 
material way. A basic commodity needed for the restoration of the various na- 
tions on the continent of Europe and in the British Isles was a sufficient amount 
of bituminous coal to enable them to get their industries rolling again, because 
their production of coal had suffered a very severe decline during the period 
of the war. 


y 


Ii 


mov 
thre 
of t 
Si 
a gr 
our 
fina: 
erat 
min 
doll 
tonr 


Spa 
T 


! 
of f 
ing 
eral 
mos 
in 0 
tari 
dar 
Ger 
subs 
Ir 
brie 
acti 
stri 
tion 
and 
peri 
In 
nom 
that 
to a 
Tar’ 
It 
was 
not 
they 


cont 


Ves or 


of 


om 
d, 


Lil 


se 
al 
its 


its 
ory 
na- 
int 
se 
iod 


FOREIGN COMMERCE STUDY 187 


In the postwar period between 1945 and 1950 the greater part of the volume 
movement was financed with U.S. dollars, first, through UNRRA and second, 
through the Foreign Aid Assistance Act of 1948.. The tonnage movement in some 
of those years totaled as much as 40 million tons. 

Since 1950, and beginning with the Mutual Security Act of 1951 there has been 
a gradual change especially after the Korean war, to the payment of what we in 
our industry designate as “free dollars” for the purchase of coal. The amount of 
financing under the mutual security program, originally by the Economic Coop- 
eration Administration and subsequently by the International Cooperation Ad- 
ministration, has been reduced to a point where today the only countries receiving 
dollar aid for the purchase of coal are Korea, which is presently taking a very low 
tonnage by comparison with what they formerly took several years ago, and 
Spain, which is currently purchasing 250,000 tons a year. 

This committee has indicated interest in the subject of reduction or elimination 
of foreign import restrictions, I think that the problem that has been confront- 
ing the Coal Exporters Association of the United States with respect to the Fed- 
eral Republic of Germany will therefore be of particular interest because it is a 
most glaring example of discrimination at its worst. Not only has it affected us 
in our shipments of American coal to Germany by the imposition of a prohibitive 
tariff of $4.76 per ton on any tonnage in excess of 4,415,000 tons during the calen- 
dar year 1959, but it has enabled the German coal cartel selling groups to offer 
German coal in competition with American coal to counties in Europe at prices 
substantially lower than can be made by the U.S. coal exporter. 

In order that you may more fully understand our problem, I will present a very 
brief summary of what actually has taken place in Germany as a result of the 
action of the Federal Republic of Germany. The Bonn government imposed re- 
strictions on all imported coal irrespective of country of origin, with the excep- 
tion, of course, of those coal-producing countries, members of the European Coal 
and Steel Community, such as France, Belgium, and the Netherlands. They are 
permitted to ship coal into Germany free of any restrictions. 

Initially, the Federal Republic of Germany, through its Minister of Eco- 
nomics, Ludwig Erhard, advised the U.S. Government on September 2, 1958, 
that any contracts not in full force and effect after that date would be subject 
to article XIX of GATT, which, as you all know, is the General Agreement 
Tariffs and Trade of which Germany and the United States are members. 

It is our understanding that our Department of State protested action that 
was taken unilaterally by the German Government in invoking article XIX as 
not permitting them to place quantitative restrictions on a product on which 
they were free to increase the duty. 

The coal-exporting industry, having some 41 million tons of coal under export 
contract to cover a period of the following 3 years, was not too much concerned 
by the restrictions imposed by the German Government in preventing the mak- 
ing of any more contracts. The shipment of American coal as based on the 
volume of tonnage we expected to ship over the calendar years 1959, 1960, and 
1961, on such contracts was approximately 13 millions tons annually. 

The Federal Republic of Germany, once again through its Economics Minister 
Ludwig Erhard on January 23, 1959, announced it was the intention of the 
German Government to introduce in the German Bundestag legislation that 
would provide for a curtailment of imports of coal into Germany from all 
countries other than those countries that were members of the Coal and Steel 
Community. His announcement further specified that the total amount of Amer- 
ican coal that would be permitted for importation by Germany would be re- 
stricted to 4,400,000 tons and that any tonnage shipped in excess of this amount 
for the calendar year 1959 would have a tariff of $4.76 a ton levied against it. 

Also as a part of the legislation was a provision that any coal shipped from 
the United States to Germany between January 1, 1959, and the effective date 
of the tariff on February 16, 1959, would be charged against the American 
quota of 4,400,000 on an annual basis. The tonnage moving into Germany prior 
to February 16, based on bonafide contracts in full force and effect, was at a 
rate far in excess of the annual rate of 4,400,000. The effect of the recom- 
mended legislation subsequently enacted by the German Parliament was to 
drastically curtail American exports to Germany over the balance of the cal- 
endar year 1959. During the last 6 months of the year the total tonnage of 
American coal imported by Germany approximated 1,300,000 tons. 
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The reason given by the German Government was that the American imported 
coal was responsible for all of the troubles of the German coal-mining industry 
and accounted for the tremendous increase in coal inventories and the resultant 
unemployment in German mines. 

At this point I would like to say that neither the Ruhr coal group, the op- 
erators organization, the German Miners Union, nor the Bonn Government indi- 
cated in any way that importation of cheap foreign oil, which was making 
serious inroads into the German bituminous-coal market, had any influence 
whatsoever on the plight of the German bituminous-coal industry. 

You might be interested in knowing that the German Parliament on April 10, 
1960, passed the following legislation : 

“Federal Republic, Bundestag and Bundesrat today passed protective heating 
oil tax. Law provides $5.95 tax per ton heavy heating oil and $2.38 per ton 
light heating oil for 3 years beginning May 1, 1960. Government can by ordi- 
nance increase taxes if necessary up to $8.93 per ton for heavy and $7.14 per 
ton for light heating oil, respectively. Revenue earmarked for social measures 
for miners and 10 percent freight aid for coal shipments.” 

The foregoing is official confirmation of the fact that imported foreign oil 
was having a serious effect on the German bituminous coal-mining industry; 
otherwise no such law would have ever been passed on the recommendation of 
the Federal Republic of Germany. 

We have worked with our State Department very faithfully and assiduously 
over the past 19 months and I want to state that the State Department has at- 
tempted in every way to help us and to try and get the German Government to 
eliminate the restrictive, discriminatory, and prohibitive protective tariff that 
is now in effect against American coal on any shipment in excess of the 4,415,000 
tons. The original proposal of the German Government on what we term the 
customs-duty tariff quota was that this was to be a temporary measure and would 
expire probably by the end of the calendar year 1959. However, just before the 
close of calendar year 1959 they recommended to the German Parliament, that 
the customs-duty tariff quota be extended for the calendar year 1960. 

The statistical tables attached hereto show very specifically what happened 
in the shipment of American coal to Germany in the calendar year 1959, wherein 
it is indicated that these exports to Germany amounted to 4,463,000 tons, the 
lowest volume of exports of American coal to Germany since 1954, less than 30 
percent of what was shipped in the calendar year 1957 and approximately 45 
percent of what was shipped in 1958. It is our feeling that we have been forced 
to take a drastic reduction beyond what we might consider to be a reasonable 
tonnage, the reasonable tonnage being the shipment of the coal which had been 
legitimately contracted for for shipment over a period of 3 years ending December 
31, 1961. While it is true that the Ruhr coal group appropriated money to pay 
off in the form of cancellation fees certain amounts to compensate for the fail- 
ure to ship the tonnage for which there were legitimate contracts such cancella- 
tion fees were usually divided four ways between (1) the German importer of 
American coal, (2) the shipping company that had fixed charters for transport- 
ing such contracted coal, (3) the U.S. coal exporter, and (4) the coal producer. 
In most instances, the amount trickling back to the coal producer after the fee 
was distributed in no way compensated for the loss of tonnage suffered by the 
producer of coal and the subsequent unemployment caused to the American coal 
miners. 

Recently there has been a further development wherein we now find the Ruhr 
coal group through its cartels as an active competitor against American coal in 
various foreign countries. We find them offering coal at $10 a ton f.o.b. Rotter- 
dam for shipment to countries such as Italy. American coal of the same 
quality f.o.b. Hampton Roads has a $9.50 value per ton. It must be very ap- 
parent to the committee that if Germany needed a $4.76 tariff to equalize the 
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difference between the landed cost of American coal in Germany and the cost of 
German coal that the instance just cited proves that if the American coal at 
$9.50 had added to it for shipment to Rotterdam a $3.75 vessel freight, its de- 
livered cost at Rotterdam would be $13.26 a ton or $3.26 higher than the German 
coal. Within Germany the coal cartels sell at a very high price and make large 
profits which enable them to dump their coal in other countries at lower prices 
than U.S. coal and they can absorb their losses by charging such loss against their 
high profits they made within Germany and are protected against U.S. coal com- 
petition by the $4.76 protective tariff. 

It is also a fact that in no other country in the world do we have a tariff 

against American coal. We in the coal-exporting industry are most realistic in 
recognizing the fact that countries must do certain things to help their own 
economy, but we do not think the Federal Republic of Germany, that has shared 
so generously in our foreign aid program and which in the fiscal year 1959 
shipped $70 million worth of various products under economic aid of the mutual 
security program administered by the International Cooperation Administration, 
and which in the first half of the fiscal year 1960 has under the same programs 
shipped $34 million worth of various products, is being quite fair to the American 
bituminous-coal industry in continuing in full force and effect for the calendar 
vear 1960 the iniquitous and inequitable discriminatory tariff of $4.76 a ton. 
" We resent deeply the fact that the various German cartel groups are dumping 
their coal in other countries at prices substantially lower than any American 
coal exporter can make and at the same time continue to insist that there is need 
for such a protective tariff to protect the German coal-mining industry. 

Under conditions presently existing we as an industry are trying to meet 
competition wherever we find it throughout the world and bring back to our 
country dollars that are so sorely needed to help us out in our balance-of- 
payments deficit problem. We are fearful that we may find ourselves con- 
fronted with the possibility that after Congress leaves some time in July, and 
while our country is interested to the exclusion of all other matters in the 
forthcoming presidential election, the present customs-duty tariff quota system 
will possibly in November 1960 be extended by the Federal Republic of Germany 
for the calendar year 1961, which will wreak further injury on the American 
bituminous-coal industry. 

Finally, our experience with the functioning of the European Coal and Steel 
Community, in view of what has transpired, particularly with respect to Ger- 
many during the past 19 months, causes us to fear that the new Economic 
Community of Europe made up of the six countries presently members of the 
European Coal and Steel Community, and the European Free Trade Association 
made up of seven countries outside of the Coal and Steel Community will put 
in very serious jeopardy our future export market to European countries who 
have been purchasing U.S. coal over the past 10 years. One of the members 
of the outer seven is Great Britain, a substantial coal producer with a large 
exportable surplus tonnage. I believe that this committee with all its influence 
can be of assistance in curtailing the definite discriminatory action that presently 
exists in the case of Germany and they will be rendering a very real and vital 
service not only for the U.S. bituminous-coal industry but for the mineworkers, 
the railroads, and all those who share in such a material way in the foreign 
business that has been developed for American coal over a period of the past 
13 years by those companies members of the Coal Exporters Association of the 
United States who, at considerable expense, have developed a substantial foreign 
market which may be lost if the present trend continues. 

Thank you very much for according me, on behalf of the coal exporters of 


the United States, an opportunity to present to you our views on this most 
important matter. 
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STATEMENT OF THE INTERNATIONAL TRADE CLUB OF CHICAGO 


The International Trade Club of Chicago, representing over 700 members 
engaged in exports and in international operations, submits the following 
recommendations for consideration at the hearings to be held March 15-30 by 


the Senate Interstate and Foreign Commerce Committee on the subject of 
Foreign Commerce Study. 


A. U.S. TRADE AND WORLD MARKETS 


The trend of U.S. exports continues downward. A variety of causes are 
responsible for this trend, no one of which should be singled out as of para- 
mount importance. At home, one of the principal causes is the continuous in- 
crease in manufacturing costs in the United States of America as compared 
with manufacturing costs in other countries. However, various causes abroad 
have had a greater depressing effect on U.S. exports than manufacturing costs 
or other causes at home. Some of these foreign causes are as follows: 

(a) Industrialization abroad has expanded tremendously since the war. 
Nation after nation has followed a policy of economic self-sufficiency, no matter 
how uneconomic that policy may be. This universal trend toward economic self- 
sufficiency has impeded the natural and traditional international flow of goods, 
merchandise and services. 

(b) Continuing protectionism was the logical concomitant to national self- 
sufficiency. Countries such as Mexico and Colombia have erected stringent em- 
bargoes preventing the import of goods similar to those manufactured within 
their national borders. Even advanced industrial nations such as Great Britain 
have evolved intricate tariff schedules to exclude American goods, although at 
the same time these nations consistently criticize American tariff policies. 

(c) Currency and import restrictions have been used to exclude imports in 
many countries. For instance Chile requires the importer to deposit with its 
national bank 100 percent or 200 percent or more of the value of the imported 
goods before the import licenses are issued. The exchange value of national cur- 
rencies are deliberately manipulated to exclude imports, as in Brazil and several 
Far Eastern countries. American exporters’ funds are often held for extended 
periods of time by the national banks, as in Argentina, Brazil, Colombia and 
Cuba. , 

(d) Outright discriminatory legislation has been in effect in many countries 
specifically directed against the dollar, as in South Africa, Australia and New 
Zealand. 


(e) Preferential tariffs in favor of other currencies are in effect in many 
countries, as in India. 

(f) National and international cartels are in operation for the purpose of dis- 
criminating against American goods, a practice centered principally in Europe. 

(g) Ocean freight rates are used to impede American exports. For example, 
freight rates from Europe to the United States of America are considerably 
below the rates for the return voyage on the same run from the United States to 
Europe. Rates from Europe to a third country are below rates for the same 
distances on voyages originating in the United States of America. 

(h) Foreign governments maintain close ties with their national industries and 
usually act promptly to assist them in the export field. 

(i) Foreign economic aid: A major factor affecting the U.S. competitive 
position abroad is the current foreign aid policy. The International Trade Club 
of Chicago has consistently advocated that economic foreign aid should be left 
to the private sector of our national economy. The events of the past year have 
given proof of the soundness of our point of view. 

It should be noted that we are making a sharp distinction between economic 
foreign aid and political and military foreign aid. We recognize and support 
that political and military foreign aid should remain the domain of the Govern- 
ment. 

Foreign aid as an organized activity of the U.S. Government started with the 
Marshall plan in 1947. Its purpose was to rebuild war-torn Europe. 

At war’s end in Europe, our friends and foes alike were faced with the 
tremendous task of rebuilding their shattered economies. They had available 
managerial and manufacturing know-how, as well as trained and skilled labor. 
In addition, they were experienced in governmental and fiscal responsibility with 
seasoned civil servants at their disposal. But they lacked capital. We supplied 
that through out economic foreign aid. The wonderful results are there for all to 
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see. Our purpose has been fulfilled and economic foreign aid is therefore no 
longer needed in Europe. 

It is fallacious to expect similar results with economic foreign aid in the 
underdeveloped countries in Africa and Asia. Unlike Europe, where capital was 
the only missing ingredient, these new nations lack not only capital but the 
other prerequisites necessary for the development of a modern industria] 
economy. Above all else, and more than money itself, the underdeveloped nations 
are in urgent need of the skills which are available solely in the private sector, 
Economic foreign aid funds poured into the underdeveloped countries are there. 
fore largely wasted. 

The U.S. taxpayers’ money, representing the fruits of free enterprise, is being 
used to establish, promote, support, and shore up unsound socialistic and political 
schemes, The result is a weakened dollar and a heavy drain on our gold 
reserves. 

We repeat: Let Government concern itself exclusively with political and 
military foreign aid. Economic foreign aid must be left to the private sector, 
No more important step can be taken to promote free enterprise throughout the 
free world. 

B. MEASURES TO EXPAND U.S. EXPORTS 


Credit facilities—We recommend that Government cooperate with private 
enterprise to provide American exporters with credit facilities comparable to 
those available to the national exporters of other leading trading nations, as in 
Great Britain and Germany. These facilities should include the traditional 
functions of banking credit, both short and long term for both capital and 
consumer goods, and also comprehensive government guarantees for insurance 
against political, conversion, expropriation and devaluation risks. 

Commercial attachés—We reiterate the great interest among U.S. foreign 
traders in establishment of a qualified corps of officers trained in all phases 
of commercial activities of the American Foreign Service. We commend the 
Departments of Commerce, State, and Agriculture on the progress to date, and 
recommend the continuation and expansion of this program which provides 
for career Department of Commerce officers to serve as commercial attachés and 
assistants in foreign fields and for Foreign Service officers to work in the De- 
partment of Commerce. We recommend that the Departments publish an out- 
line of the services rendered abroad by the commercial attaché offices, thereby 
enabling American foreign traders to make full use of the valuable assistance 
available to them. 

We also commend the efforts of these departments in bringing into Govern- 
ment service some qualified businessmen for foreign trade commercial activities 
at home and abroad and suggest this effort be enlarged. 

It is recommended that sufficient funds be allocated to the Foreign Service 
from the budget of the Department of Commerce to enable the commercial at- 
taché offices abroad to carry out properly these important functions of assisting 
American foreign traders. 

GATT .—We recommend strengthening the General Agreement on Tariffs and 
Trade (GATT) by giving it official approval by the Congress of the United 
States of America. The full support of GATT by Congress will strengthen 
U.S. foreign economic policy, to assure our traders access on favorable terms 
to the markets and to the sources of supply of the world. 

The Boggs bill (H.R. 5).—H.R. 5, as it is now being considered, is watered 
down to such an extent that its usefulness to American business is seriously 
impaired. We earnestly recommend that this bill be reinstated and recon- 
sidered in its original form, or that other measures be enacted to give American 
exporters and American foreign operations the advantages and the assistance 
originally intended. 

U.S. Government assistance versus foreign import restrictions.—We urge our 
Government to initiate and to implement promptly an active, alert, and dynamic 
policy aimed at the reduction and eventual elimination of the many restrictions 
foreign governments have erected against the American exporter. We rec- 
ommend furthermore that our Government assume the responsibility to pre 
vent new discriminations from being imposed by foreign governments. Many 
a restriction could have been avoided at the outset had our Government de 
partments maintained an alert watch and a forceful policy to protect American 
foreign trade. 
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D. SINO-SOVIET BLOC TRADE EXPANSION 


U.S.-U.S.S.R. trade—We earnestly recommend that the U.S Government 
negotiate a commercial treaty with the U.S.S.R. on the basis of which Amer- 
ican citizens would be assured of protection of their rights as conceived by our 
standards. Debts must be legally collectible and industrial property rights 
must be protected. Patents, trademarks, and copyrights are aS important for 
licensing and royalty agreements as they are for trading purposes. All aspects 
of modern international operations should be taken into account in drawing up 
the provisions of such a commercial treaty. 

Our Government spokesmen contend that a worthwhile two-way trade could 
not be developed between the U.S.S.R. and the United States of America. Let 
Government establish the lawful channels for trade and our traders will find 
the way to use them. 

U.8.-Communist China trade—The development of trade anywhere is even- 
tually beneficial to American exports and consequently beneficial to American 
world business. 

We cannot forever maintain a vacuum in our relationship with the most 
powerful nation in the Far East. When political considerations have been 
clarified we recommend the negotiation of a commercial treaty with the gov- 
ernment on the mainland of China. 


E. U.S. TRADE AND COMMON MARKET 


It must be recognized that regional trade groupings, such as the European 
Common Market, will affect both American exports and American foreign in- 
vestments. Dislocations of American foreign business are bound to result. 
However, the problems ofithe American exporter and the American foreign in- 
vestor must be viewed in the light of all phases of international trade, so im- 
portant to American industry as a whole. 


NATIONAL FOREIGN TRADE COUNCIL, INC., 
New York, N.Y., April 22, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DeAR SENATOR MAGNUSON: As you know, the National Foreign Trade Council 
has since 1914 taken a leading and active part in continuing efforts to foster and 
safeguard the foreign trade and investment of the United States. With a na- 
tional membership comprising manufacturers, exporters and importers, rail, sea 
and air transportation companies, financial institutions, insurance underwriters 
and others with a vital interest in the development of this country’s foreign com- 
merce, the National Foreign Trade Council by its very nature is directly con- 
cerned with all aspects of our international trade and investment position. For 
this reason the council is keenly interested in each of the subjects listed for con- 
sideration at the hearings which the Committee on Interstate and Foreign Com- 
merce will be holding beginning April 25. 

Although copies of the final declaration of the 46th national foreign trade 
convention were made available to members of the committee last November 
immediately following the close of the convention, the council wishes to submit 
at this time the 20 separate specific recommendations adopted by the convention 
at which well over 2,000 businessmen from throughout the United States were in 
attendance. The council respectfully requests that these attached recommenda- 
tions together with this letter be made a part of the official record of the 
hearings. 

In addition to the recommendations, the National Foreign Trade Council will 
be submitting separately, for the committee's consideration, a detailed statement 
concerning the financing of U.S. exports. Also, in response to your invitation, 
Mr. Donald F. Heatherington, the director of our European division, will be 
appearing before the committee on May 9 to discuss some of the implications for 
American business of European economic integration. 

Sincerely yours, 


WILLIAM S. SwINcLe, President. 
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RECOMMENDATIONS ADOPTED BY THE 46TH NATIONAL FOREIGN TRADE CONVENTION, 


New York, N.Y., NOVEMBER 18, 1959 | - 
The 46th national foreign trade convention offers the following specific recom. 
mendations on. subjects of vital importance to the sound growth of American be 
foreign trade and investment and to the economic well-being of the people of the sk 
United States. It believes that these recommendations merit the wholehearted ca 
support of American foreign traders and investors ; and it calls upon the National qT 
Foreign Trade Council to make every effort to promote their acceptance and to 
implementation. re 
PROMOTION OF INTERNATIONAL TRADE lo 
) ac 
The convention believes that a high and rising level of international trade, us 
carried on through private enterprise channels, is vitally important in putting wl 
modern technological advances to use in furthering the economic development 
and progress of the nations of the world. na 
A large and expanding volume of international trade enables the less developed of 
countries to export increased quantities of the raw materials, foodstuffs, and an 
other goods which they produce. This, in turn, makes it possible for these coun- pr 
tries to obtain from the industrially advanced nations modern and efficient pro- | 
ductive facilities and other products needed to further develop and diversify to 
their economies and, thus, to achieve growing prosperity and rising standards en 
of living. Moreover, to the extent that an enlarged volume of international trade C0) 
makes it possible for the less developed countries to obtain an export surplus, the 
it places them in a position to acquire the exchange needed to service obligations po 
incurred to finance economic development projects. dif 
With regard to the more industrially advanced nations, a high and rising the 
level of international trade affords them opportunities to produce and sell 
abroad greater quantities of manufactured goods and other porducts and 
services, and to acquire in return the raw materials, foodstuffs, and other ; 
commodities which they need or desire from other countries. Specifically, as | 
regards the United States, however, if this country is to maintain and expand fre 
its volume of commercial exports, there must not only be vigorous sale pro- of 
motion efforts abroad by enterprises engaged in the production and exporta- pri 
tion of American goods and services, but these efforts must be supplemented Inc 
by recognition on the part of Government, business, and labor of the need to in 
pursue policies which will maintain the stability of the dollar, combat infla- ing 
tion, and keep the prices of American products competitive in world markets. ope 
As a means toward the achievement of a greater volume of international in 
trade, the convention urges that our Government—through the trade agreement , cay 
negotiations to be undertaken in 1960 and 1961, through appropriate policies ] 
in the conduct of its lending operations abroad, and by force of example— af 
vigorously endeavor to secure the elimination of arbitrary or unreasonable hay 
discriminations and the removal or minimization of quantitative and other reg 
unduly burdensome restrictions on the interchange of goods and services inter- by 
nationally. The convention notes with satisfaction the steps that have already tua 
been taken by some foreign countries toward the removal of restrictions applied tri¢ 
against dollar imports for balance-of-payments reasons. a 
EXPANSION OF PRIVATE INVESTMENT ABROAD a 
The convention holds that the industrial and general economic development inv 
of nations can best be achieved by private investment. As essentials to the effe 
economic growth of newly developing countries, the convention stresses the 7 
need for development of local capital markets, for the adoption of policies ves! 
designed to encourage private savings and investment in productive enter- tail 
prises, and for efforts by private industry and Government to foster the develop tica 
ment of capable and efficient management for such enterprises. » inv 
The convention believes that private capital, operating within the frame met! 
work of free, competitive enterprise, possesses many advantages over capital no | 
supplied by governments or other public agencies. Impelled by the necessity T 
to show a profit on its operations, private capital carefully studies the basic to € 
factors bearing on any project it considers undertaking and makes sure of its aces 
economic feasibility. It determines whether all of the ingredients for success trac 
ful development and operation are present or can be provided, such as esset- pay 
tial raw materials, labor supply, and existing or prospective domestic or foreign T 
demand for the product or service involved. In these ways, private capital | larg 
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rovides maximum assurance that projects which it undertakes will make a 
real and lasting contribution to economic development. 

Enterprises established in a developing country by foreign capital bring many 
penefits. They train local employees in technical, professional, and managerial 
skills and, thus, help in creating a large and expanding work force with the 
capacities necessary for the development of a thriving and prosperous economy. 
The wages and salaries paid to these employees are not only of direct benefit 
to them but also add to the national income and provide a source of increased 
revenue for the local government. Moreover, these enterprises purchase many 
local supplies and services, thereby assisting in promoting general business 
activity and growth; they pay taxes to the local government; and they produce 
useful goods and services which contribute to a higher standard of living and 
which, in most instances, generate or conserve foreign exchange. 

Private foreign investment can also be highly advantageous to the investing 
nation. Such investment may, for example, help to develop additional sources 
of essential raw materials and other commodities and provide a means whereby 
an investing firm can more advantageously serve market demands for its 
products abroad. 

If enterprises established by the investment of private foreign capital are 
to bring to the host nation and the investing country the benefits cited, such 
enterprises must be assured of fair and nondiscriminatory treatment in the 
conduct of their business and in all other maters affecting their operation. At 
the same time, capital exporting nations must recognize that a restrictionist 
policy toward imports from countries in which their citizens invest makes it 
difficult for the host countries to earn the foreign exchange necessary to service 
these investments. 


SANCTITY OF CONTRACT AND PROTECTION AGAINST EXPROPRIATION 


The encouragement and promotion of economic development throughout the 
free world has long been a principal objective of the foreign economic policy 
of the United States. In furthering this objective, American business enter- 
prise has been urged to expand its foreign investments and it has responded by 
increasing its direct investments abroad from $8 billion in 1945 to $27 billion 
in 1958. These private investments have been supplemented by a vast outpour- 
ing of public funds by the U.S. Government. At the same time, U.S. Government 
spokesmen have repeatedly stated that nations which seek foreign assistance 
in developing their economies must place their principal reliance on private 
capital, rather than on public funds. 

Despite the emphasis which has been placed on the necessity for creating 
a favorable environment for the attraction of private foreign capital, there 
have been numerous instances, in recent years, of willful and flagrant dis 
regard of foreign property rights by nations whose development has been aided 
by the investment of private capital and public funds of U.S. origin. Contrac- 
tual rights of American investors have been flouted and, in a number of coun- 
tries, their properties or the earnings therefrom have been confiscated through 
direct or indirect expropriation, without the payment of just compensation. This 
increasing disregard for sanctity of contract and for foreign property rights is 
today, without question, the principal deterrent to the flow of private U.S. 
capital abroad. This is a matter of concern to all nations that wish to attract 
invesments, because the acts of one country, unavoidably, will have a deterrent 
effect on the attitude of prospective investors toward all foreign investments. 

The threat of expropriation of private property is always a deterrent to in- 
vestment, even when compensation seems assured. While any investment con- 
tains an element of risk, a foreign investment carries added risks which sophis- 
tieated investors recognize and measure. The prospect that the value of the 
investment will be returned in the event of expropriation is hardly an induce- 
ment to assume these risks; but when even this prospect is doubtful, there is 
no basis whatever for foreign investment. 

The right of a sovereign government, under the principle of eminent domain, 
to expropriate private property for well-recognized public purposes is generally 
accepted in cases where such action is not in violation of specific treaty or con- 
tractual obligations; but this right is coupled with the reciprocal obligation to 
pay full and just compensation at the time of the taking. 

The broadening of the concept of eminent domain by some nations to cover 
large-scale expropriations for the purpose of nationalization or redistribution 
of wealth constitutes one of the gravest threats of our time to the preservation 
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of private property rights, both domestic and foreign. While the sovereign 
right of a nation to carry out what it conceives to be social reforms cannot be 
questioned, in principle, the purpose of the taking does not alter the obligation 
to pay full compensation; and it is no defense to say that the value of the 
property is so large that the expropriating nation cannot provide immediate 
payment. 

It is self-evident that excesses which have been and are being committed in 
the name of “nationalism” and “agrarian reform” vitally affect the interests of 
millions of U.S. citizens whose savings are invested in the securities of Ameri- 
ean corporations which, with the encouragement of the U.S. Government, have 
placed all or part of their capital abroad. In this critical situation, it is the 
duty and responsibility of the U.S. Government to take whatever steps it can 
to protect the interests of its own citizens and, specifically, to refuse to extend 
financial or economic assistance to governments which confiscate the property 
of U.S. citizens or corporations without prompt, adequate, and effective 
compensation. 

This 46th convention, therefore, calls upon the U.S. Government to issue a 
broad statement of policy, with worldwide application, to this effect: That the 
Government of the United States recognizes the right of any sovereign nation 
to manage its internal affairs as it sees fit, including the right to take property 
within its jurisdiction for a well-recognized public purpose; but that it firmly 
maintains that all rights, sovereign or otherwise, are coupled with reciprocal 
obligations, and that the right to take private property for a public use is 
coupled under international law with the corresponding obligation to provide 
prompt, adequate, and effective compensation ; that it is therefore the policy of 
the United States that no agency of the U.S. Government shall lend, grant, or 
give public funds ox economic assistance to any government or to any agency 
of a government which expropriates, or in any other manner takes possession 
of the property or property rights of a U.S. citizen, or of a corporation owned or 
controlled by citizens of the United States, without payment of prompt, ade 
quate, and effective compensation; or which persists in dishonoring the con- 
tractual rights of such citizens or corporations. 


TAXATION 


While the importance of foreign trade and investment to the American econ- 
omy is increasingly recognized, many foreign governments provide greater incen- 
tives for the foreign business operations of their nationals, through their tax 
legislation, than does the Government of the United States. At the same time, 
spokesmen for the U.S. Government and the lending agencies to which it con- 
tributes its support continue to call attention to the fact that nations which seek 
the help of foreign capital for economic development must place their major re- 
liance on private investment. The convention, therefore, urges the early enact- 
ment of tax legislation which will give U.S. business enterprise abroad the tax 
relief it needs and merits. At present, U.S. business is at a competitive disad- 
vantage in countries where the tax paid by local investors and investors of other 
countries is less than the total tax paid by American investors to the local 
government and to the U.S. Government. 

For all of these reasons, the convention favors the incorporation in the U.S. 
Internal Revenue Code of the principle of territoriality, i.e., that foreign business 
income should be taxed only in the country in which it is earned. So long as our 
Government continues to tax foreign-source income, this fiscal policy tends to 
encourage the widespread adoption by other countries of tax rates approaching 
those of the United States, rather than the imposition of lower taxes that may 
be appropriate to their economies. Present U.S. tax policy also results in prac 
tical nullification of specific tax incentives of other countries, such as short-term 
exemption of new ventures. 

Until the principle of territoriality is adopted and implemented by U.S. legis 
lation, the convention recommends the following minimum program to encourage 
American private investment abroad : 

(1) A 14-point reduction in the U.S. tax rate on foreign-source business in- 
come. 

(2) Deferral of payment of U.S. taxes on certain reinvested foreign business 
income. 

(3) An amendment to section 904 of the Internal Revenue Code which would 
allow the taxpayer to elect either the existing per-country limitation or an 
overall limitation on tax credits. 
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(4) The negotiation of additional tax treaties as a means of reducing the un- 
certainties and inequities in the taxation of foreign-source income. 

(5) The adoption of tax provisions which will give appropriate recognition to 
tax reductions and other tax inducements offered by foreign countries to U.S. 

ness. 
— convention emphasizes that taxation is an important element in determin- 
ing whether or not foreign business activities will be undertaken by American 
investors. If the expansion of private American investment abroad is to con- 
tinue, our tax legislation should be so designed as to encourage such investment 
and, certainly, no provisions should be adopted which would reduce present in- 
yestment incentives. 
FOREIGN ECONOMIC ASSISTANCE 


As has been indicated, the convention believes that primary reliance for the 
capital required for the industrial and general economic development of under- 
developed countries should be placed on private investment. It believes that, if 
proper encouragement and safeguards are provided by countries seeking devel- 
opment capital, private investment can and will supply the bulk of the capital 

ed. 

mith respect to the provision of public funds for development projects in 
underdeveloped countries, the convention holds that a much greater part of 
the capital requirements for such projects should be provided by other industrially 
advanced nations. Not only justice but the present adverse balance-of-payments 
situation of the U.S. demand that these nations, whose international payments 
situation has substantially improved, relieve this country of much of the foreign 
aid burden which, hitherto, it has largely borne alone. This convention is looking 
forward to the time when a definite terminal date can be set for all grant aid 
by the U.S. Government which is not clearly necessitated by the national de- 
fense; and it urges that the process of tapering off of such aid be initiated 
immediately. 

The convention urges that, to the greatest extent possible, funds provided by 
U.S. Government agencies for economic assistance to other countries be spent 
in the United States. In this connection, the convention welcomes the recent 
statement by the Development Loan Fund that, henceforth, it will place primary 
emphasis on the financing of goods and services of U.S. origin. The spending 
of U.S. foreign aid funds for American goods and services will not only help to 
improve our balance-of-payments position, but it will contribute toward the main- 
tenance of a satisfactory level of business and employment in our own country. 
It will also oblige other industrial nations to finance a larger part of their own 
capital goods exports and thus assume an increasing share of the total foreign 
aid burden. 


INTERGOVERN MENTAL FINANCING OF ECONOMIC DEVELOPMENT 


In line with the stand taken by previous conventions, this convention opposes 
U.S. participation in the proposed Special United Nations Fund for Economic 
Development (SUNFED) or any internatinal mechanism of a similar character. 
The convention also urges continued vigorous opposition by the U.S. Government 
against any attempt to transferm into SUNFED, or a similar agency, the United 
Nations Special Fund recently set up to assist newly developing countries in 
formulating development programs and in carrying out certain limited types 
of development projects. 

The convention reiterates the conviction that private investment is the best 
means of promoting the industrial and general economic development of nations. 
It believes that efforts to achieve economic development of underdeveloped 
countries through such international institutions as SUNFED would impose 
a tremendous burden upon the American taxpayer, would lead to the financing 
of development projects that were economically unsound, would result in in- 
efficiency and waste, would offer no real assurance for the economic growth 
and progress of underdeveloped countries, and would not serve the best interests 
of the United States. 

The convention holds that the bulk of public funds provided by the United 
States for economic or technical assistance to other countries should be extended 
directly by our Government rather than through international agencies. It 
believes that, by extending such funds on a bilateral basis, the Government can 
best assure that the funds will be used for the purposes intended and in ac- 
cordance with our foreign policy objectives. 
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INTERNATION AL DEVELOPMENT ASSOCIATION 


This convention, in common with the 45th convention, has serious reservations 
concerning the need for or desirability of creating another intergovernmenta] 
financial institution such as the contemplated International Development 
Association. 

Although the time obviously has been reached when other industrially ad. 
vanced nations, many of whom in.recent years have been materially assisted by 
the United States, can and should assume a much greater financial responsi- 
bility for any necessary aid to underdeveloped areas, the convention believes 
that this can best be accomplished on a bilateral basis, or through existing inter. 
national financing institutions. 

The convention especially questions the advisability of creating additional in- 
stitutions to extend loans in convertible currencies against repayment in non- 
convertible funds. 

CURRENCY AND MONETARY POLICIES 


The convention calls for a sustained and dedicated national effort to strengthen 
and secure the dollar against threats to its integrity. To accomplish this, there 
must be firm reliance on sound monetary and financial principles; restraint in 
the extension of credit; economy in government; and a responsible willingness 
on the part of the pubtic to accept as essential the disciplines which such a 
program imposes. 

The convention especially warns against any cessation or slackening of the 
campaign to curb inflationary influences in the economy. The United States no 
longer can afford to compromise with these pressures nor to be indifferent to its 
external payments position in the shaping and carrying out of national policies, 
Indeed, the time has come when resolute action must be taken to stabilize the 
value of the dollar and halt the continued erosion of its purchasing power, pre- 
serve the competitive capacity of the United States in world markets, and elimi- 
nate the deficit in its international payments. 

The convention welcomes the significant and substantial progress made to- 
ward the reestablishment of a multilateral system of convertible currencies dur- 
ing the past year under the leadership, and at the urging, of the International 
Monetary Fund. It is particularly noteworthy that the first major step forward 
was taken by the countries of Western Europe, acting in concert, and reflecting 
a determination to maintain financial order and stability. In fact, the remark- 
able prosperity and rate of economic growth achieved by Western Europe in 
recent years is an outstunding example of the benefits and advantages to be 
derived from the pursuit of sound monetary and fiscal policies. 

With so much having been accomplished in reducing exchange restrictions, in 
eliminating multiple rates and other discriminatory practices, and in restoring 
international convertibility, the convention regrets that, at the same time, in- 
convertibility is, in effect, actually being endorsed through encouragement of 
the practice of making international commodity sales or loans against payment 
in soft currencies. Creation, in this manner, of currency balances which are 
nontransferable, or of limited usage, constitutes a potential source of inter- 
national irritation and contributes to inflation in the countries affected. The 
convention, therefore, urges the abandonment of any further resort to this ex- 
pedient and that efforts be concentrated on the solution of basic problems so as 
to remove any possible need for such arrangements. 


REGIONAL ECONOMIC INTEGRATION 


The convention notes the advances being made by the member countries of 
the European Economic Community in furthering the integration of their econ- 
omies. It is gratified by the repeated assurances which have been given by 
responsible officials that the community will be so developed and so managed 
as to remove or minimize the possibility of injury to other countries. The ac- 
tions thus far taken, including the extension of the tariff and quota reductions 
made at the beginning of 1959 to other members of the GATT, lend support to 
the hope that the assurances will be fulfilled as the community evolves. 

The convention likewise notes the decision of the so-called Outer Seven to 
form a free trade association, and it welcomes the avowed intent of this group 
to promote the expansion of world trade and avoid any increase of restrictions. 
It would be most unfortunate, however, if there should be a permanent division 
of Western Europe into two blocs or a breakdown of the spirit of cooperative 
endeavor which, through the Organization for European Economic Cooperation, 
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has brought economic activity and trade of the area to their present high levels. 
The convention reemphasizes its basic belief that, wherever regional arrange- 
ments for closer economic association or complete integration are entered into, 
they should be consistent with continued efforts to develop and expand the world 
economy, and should neither preclude nor replace broader multilateral arrange- 
ments. While changes and adjustments in the patterns of trade inevitably 
accompany integration, those responsible for the direction of the new associations 
or communities should be ever mindful of the wider implications of these ar- 
rangements, and should take special care that they do not weaken the role of 
private enterprise nor endanger the economic well-being of other countries. 


PRIMARY COMMODITY PROBLEMS 


The convention takes note of the fact that many primary commodities are 
being produced in excess of the effective market demand for such commodities, 
and that this situation has created serious problems for the producing nations, 
especially those countries whose economies are based upon only one or a very 
few export products. 

The convention, however, deplores the extreme and impractical proposals that 
have been advanced by various United Nations agencies and ad hoc groups for 
dealing with such problems. It believes, for example, that the interests of 
countries with mounting surpluses of primary commodities were badly served 
by certain proposals on international commodity trade and policies set forth in 
the United Nations World Economic Survey for 1958. The convention regards 
as highly objectionable such proposals as international buffer stock schemes, 
composite index stabilization schemes (involving the maintenance of a weighted 
average price for a group of commodities), commodity reserve currency schemes 
(entailing the issuance of currency based on commodities held in stock), and 
multicommodity insurance schemes. 

The convention holds that such schemes are economically unsound and com- 
pletely unworkable; and that any attempt to implement them would result in 
extensive regimentation of the economies of the participating countries, with 
consequent waste and appalling costs of operation. The convention believes 
that such schemes would ultimately produce only cruel disillusionment and 
tragic economic consequences for nations which based their hopes upon them. 

The convention believes that a lasting solution of the problem of overpro- 
duction or underconsumption of any commodity can be found only in the adjust- 
ment of supply and demand. In view, however, of the existence of excessive 
supplies of many primary commodities, it agrees with the 45th convention that 
the U.S. Government can appropriately and helpfully discuss such situations 
with the governments of the countries concerned, either individually or through 
intergovernmental conferences called for the purpose. Through these means, 
studies could be made and data could be assembled showing current production, 
consumption, and stocks of such commodities, the prospective supply and demand 
situation, and the possibilities for increased consumption or reduction in output. 
With such information at hand, producing nations would be in a better position 
to adjust their production in accordance with prospective market requirement 
and, thus, bring supply and demand into better balance. 

This convention also supports the view of the 45th convention that the U.S. 
Government should not be a party to commodity agreements or arrangements 
which permit unlimited production and which, at the same time, attempt to hold 
prices at artificial levels through the use of export or import quotas or by any 
other means. 


PUBLIC LAW 480 


The convention notes that the program for disposal of agricultural surpluses 
under titles I and II of Public Law 480—originally enacted in 1954 for a 1- 
year period—has been further extended to December 31, 1961. Among other 
amendments to Public Law 480, the convention also notes the addition of a new 
title TV which provides for long-term supply contracts under which the United 
States is authorized to make annual deliveries of surplus agricultural commodi- 
ties to foreign countries for periods not to exceed 10 years, on the basis of long- 
term dollar credits. 

Notwithstanding any merits Public Law 480 may have as a temporary expedi- 
ent, the convention strongly holds the view that such a measure cannot in any 
fundamental sense take the place of longer term action by other countries toward 
meeting their own needs, or of action by the United States in removing the basic 
causes for the piling up of costly and unwarranted agricultural surpluses. 
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In carrying out the Public Law 480 program, it is again recommended that 
careful and continuing attention be given to the possible effects of that program 
on the overall trade relations of the United States with other friendly countries, 

The convention also reaffirms the recommendations of previous conventions that 
all foreign currency funds arising from sales of surplus agricultural products 
under title I of Public Law 480, when loaned for trade and development pur- 
poses, be used to the maximum extent for the financing of private enterprises, 
Such loans should be available on a fair and nondiscriminatory basis to Ameri- 
can companies or their local subsidiaries or affiliates for financing their opera- 
tions in the countries where the funds are generated. 

With respect to sales to any country in which there is a present or prospective 
demand for such loans by private enterprise, including American companies and 
their subsidiaries, the convention urges that, under the philosophy of the Cooley 
amendment, at least 25 percent of the foreign currency proceeds be reserved for 
loans to private enterprise through the Export-Import Bank. 

The convention also strongly reasserts the view that any triangular foreign 
aid transactions involving the use of foreign currency funds produced by the sale 
of agricultural surpluses abroad should not interfere with the normal commercial 
marketings of American nonagricultural products. This principle should be 
consistently followed in the operations of the U.S. Government agencies con- 
cerned, in order to avoid damage to existing American trade positions abroad. 


MERCHANT MARINE 


The convention reaffirms the conviction that an adequate American merchant 
marine, privately owned and privately operated, is essential to our national de- 
fense, to the promotion and protection of America’s interests in world trade, 
and to the effective implementation of our foreign economic policy. 

These objectives can be attained with efficiency and economy only if greater 
use is made by U.S. foreign traders of American-flag shipping and if sufficient 
Government support is extended to compensate for higher construction and op- 
erating costs in line with the provisions of the Merchant Marine Act of 1936. 
The convention reemphasizes the view that this policy should provide for an 
American merchant fleet capable of carrying a substantial portion—generally 
considered to be at least one-half—of our foreign commerce. The convention 
also supports the national policy calling for fair and reasonable participation 
by American-flag ships in the carriage of cargoes owned or financed by the U.S. 
Government. 

Access to foreign markets for our exports, and a continuing flow of the imports 
required by our economy, depend upon regular and efficient American-flag steam- 
ship service on our essential trade routes. Furthermore, American-flag steam- 
ship lines contribute to our national economic progress by assisting in the de- 
velopment of new foreign markets and by enhancing our commercial prestige 
abroad. 

The current ship construction and modernization program of U.S.-flag lines is 
intended to assure American industry of an expanding and modern merchant 
fleet. This program should normally provide for a consistent level of construc- 
tion or modernization and avoid fluctuations which would be disadvantageous 
and costly to both the Government and the shipping industry. 

The convention urges that vigorous action be taken to secure the elimination 
of trade and travel barriers and discriminatory practices which impede the flow 
of foreign commerce and the ability of American-flag ships to compete effectively 
with foreign-flag ships. 

The convention urges that the legislative authority for steamship rate con- 
ferences be clarified and confirmed in order to insure the benefits of rate stabil- 
ity and equitable treatment to users of international sea transport. 

The convention also believes that the mechanisms of foreign trade can be 
simplified and improved if aggressive efforts are made to reduce the amount 
of documentation required in the movement of goods by sea. 


COMMERCIAL AVIATION 


The convention reemphasizes its belief that a strong, privately owned and 
Government-regulated American-flag system of international air transportation 
for passengers, cargo, and mail is in the national interest and should reflect the 
preponderant contribution of the United States to world air traffic. 

Accordingly, the U.S. air transport policy should be so implemented as to 
assure compliance with the principles which were first established in the Ber- 
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muda agreement, both in the granting of routes to foreign-flag air carriers and 
in the operation of their services. 

The convention notes with satisfaction the rapid extension of jet air service 
by U.S.-flag carriers to many parts of the world. Although there has been some 
improvement in airport facilities and in reducing frontier formalities, much 
remains to be done and the convention urges maximum effort by the govern- 
mental authorities and the airlines concerned toward this end. 

The convention has noted the efforts being made to arrange for the carriage 
of Government airborne traffic on the regular services of the U.S.-flag airlines, 
with a corresponding elimination of the competition offered by the large Gov- 
ernment-owned military air service; and it urges that this be accomplished 
without delay. 

INTERNATIONAL TRAVEL 


The convention is gratified to observe the constantly rising volume of travel 
abroad by American tourists and businessmen, accelerated by the rapid expan- 
sion of fast and comfortable transport services. Income from tourism looms 
constantly larger in the economic and foreign exchange positions of many coun- 
tries. In some areas, however, the shortage of modern hotel accomodations is 
a limiting factor, as well as an inconvenience to the business traveler. Ac- 
cordingly, the convention recommends that all practicable steps be taken to 
expand hotel and other tourist facilities on a sound-business basis. 

In contrast with previous years, the development of tourism is no longer solely 
a matter of increasing dollar earnings abroad. With the change in our own 
international payments position, it is now equally desirable to encourage the 
flow of tourist and business travel from foreign countries to the United States. 
Fortunately, the Congress and the President have already proclaimed 1960 as 
the year in which special efforts will be made to encourage others to “Visit the 
United States of America,” and many segments of private business are cooperat- 
ing with our Government in the promotion of this program. The convention 
urges the business community to lend its support in every possible way. 

This convention supports the position taken by the 45th convention that more 
vigorous efforts should be exerted to implement the recommendations of the 
Randall Report on “International Travel.” It notes, however, that the current 
budget for the travel functions of the Bureau of Foreign Commerce is even less 
than it was for the 1958 fiscal year. The convention urges that sufficient funds 
be provided to staff the travel office adequately so that it can carry out its activi- 
ties in an efficient manner. 

COMMERCIAL INSURANCE 


The foreign trade and investment interests of the United States and is na- 
tionals require insurance markets, at home and abroad, adequate to serve the 
insurance needs of American business which are constantly growing as a result 
of technological advances and the increasing emphasis on economic growth. 
New and previously unkown perils arising from the use of nuclear energy for 
peaceful purposes, the fact that more lives and property are being exposed to 
destruction or loss than ever before, the insistent demand for wider insurance 
coverage and improved and simiplified insurance techniques, all combine to ex- 
ert pressure for adequate insurance markets to supply the requisite services. 

U.S. insurance companies are eager to play their rightful role in utilizing their 
experience, their technicians, and their resources to meet these needs. In many 
countries, however, they are faced with many restrictions and obstacles, in- 
cluding qualifying conditions which are impossible to meet, exorbitant deposit 
requirements, prohibitions on the remittance of funds, discriminations against 
insuring imports and exports, and discriminatory taxation. 

The convention appreciates the efforts being made by the US. Government, 
through appropriate agencies, to secure the removal or alleviation of these 
difficulties. Accordingly, it urges that, in negotiations for bilateral and multi- 
lateral treaties and conventions containing economic clauses, our Government 
continue to use its best efforts to obtain for U.S. insurance companies that free- 
dom from unreasonable restriction and discrimination which is essential if they 
are to be of maximum service in the insurance markets of the world in this era 
of accelerating economic growth. 

Finally, the convention believes that foreign governments would find it in 
their best long-term interests to abolish existing restrictions and discriminations 
and abstain from imposing new or additional ones. This would enable them to 
advance their economic development at a more rapid pace. 
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COMMERCIAL TREATIES 


The current wave of direct and indirect expropriations, and the growing 
disregard of contractual obligations by some nations, pose particularly difficult 
problems for American foreign trade and investment. Conscious of the urgent 
need to provide greater protection for American enterprise abroad, the conven- 
tion calls for increased initiative by the U.S. Government in negotiating com. 
mercial treaties with foreign countries. 

Private industry will be able to maintain and expand its foreign operations 
only so long as it is assured of fair treatment on the part of the host countries, 
The convention strongly urges the U.S. Government, therefore, to improve and 
expand our commercial treaty structure. 


PATENTS AND TRADEMARKS 


Private enterprise has been largely responsible for the technological advances 
underlying modern industrial development and economic progress. Recognition 
and respect for industrial property rights are basic requirements for countries 
seeking to develop and expand their economies. 

To accelerate industrial development and general economic progress, govern- 
ments should provide protection for privately owned scientific and industria] 
techniques and information as positive and effective as they afford to other 
property rights. To this end, the convention recommends that procedures for 
the recognition of industrial property rights be standardized throughout the 
world by domestic law and by adherence to the International Convention for 
the Protection of Industrial Property. 


BUREAU OF FOREIGN COMMERCE SERVICES TO BUSINESS 


The convention recommends that greater facilities be provided to the Bureau 
of Foreign Commerce, Department of Commerce, and to the U.S. Foreign Serv- 
ice, so as to enable these agencies more effectively to protect, foster, and promote 
the foreign trade and investment interests of American business. 

In particular, the convention urges that steps be taken by these agencies, in 
cooperation with American business, to improve the upply and dissemination of 
commodity, economic, and commercial intelligence reports regarding oversea 
markets which are directly useful and increasingly essential in promoting the 
sale of American products abroad. The convention especially regrets, therefore, 
that the Bureau of Foreign Commerce has been forced, because of congressional 
reduction in its appropriations, to curtain its acivities in the dissemination of 
information and in providing other services to American business. 


INTERNATIONAL TRADE AND FINANCIAL STATISTICS 


There is a continuing demand on the part of business and Government for 
comprehensive and timely statistical information on the international commercial 
and financial transactions of the United States. In an increasingly complex and 
competitive world market, there will be a growing need for detailed data of 
this type. Its compilation and dissemination is a traditional public function, and 
beneficial to the entire economy. 

The convention is most gratified, therefore, by the greater recognition and 
support being given by the U.S. Congress to these statistical programs and 
services. It believes, however, that the present coverage of international trade, 
investment, and balance-of-payments data could and should be improved and 
broadened, and recommends the provision of additional funds for this purpose. 
It is also suggested that our Government give its full cooperation to efforts of 
other governments and intergovernmental organizations to improve the quality 
of their statistical reporting. 

The convention commends the Census Bureau for acceluerating publication of 
the monthly data on exports and imports and thereby, shortening the timelag 
before release of these statistics. It also notes with approval that steps are 
being taken to obtain, on a regular basis advice from business on statistical 
needs and procedures. This is consistent with the recommendation of the 45th 
convention which urged that there be better communication between Govern- 
ment and business on such matters. 
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FOREIGN TRADE EDUCATION 


The convention commends the efforts being made by American educational 
institutions, business organizations, and Government agencies to broaden knowl- 
edge of the languages and cultures of other nations through language and area 
studies, industry training programs, and international exchange programs in the 
educational, cultural, and industrial fields. The convention urges American 
business to make greater use of educational facilities and programs for the train- 
ing of management for oversea operations. It believes that these educational 
programs are most effective instruments in promoting better understanding and 
cooperation among peoples and stresses the need for greater and more coordinated 
efforts in this field. 

The convention urges that every opportunity be afforded to enable foreign 
students and trainees in the United States to acquire, along with their formal 
education and training, a wider knowledge and appreciation of our private 
enterprise system and of the principles that sustain it. Americans studying 
abroad should similarly avail themselves of opportunities to learn the languages, 
customs, and cultures of the countries in which they are stations. 

It is also important that there be an active followup of participants in the 
exchange programs so that maximum benefits may be realized from the educa- 
tion and training which they have received. American foreign traders, investors, 
and educators should cooperate with Government officials in this country and 
abroad in assisting returning foreign students and trainees to obtain employment 
in the business or professional fields for which they are trained and, generally, 
to assist them in readjusting to the economic and social environments of their 
own countries. 


(COM MERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC., 
New York, N.Y., May 27, 1960. 
Hon. WARREN G. MAGNUSON, : 
Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D.C. - 


Deak SENATOR MAGNUSON: As I previously advised, I was unable, unfor- 
tunately, to appear at the hearings on U.S. foreign commerce held by your 
committee. 

I am, however, enclosing a statement with respect to the U.S. foreign com- 
mercial service which I believe reflects the views of many of our member firms 
engaged in international trade. e 

We also wish to take this occasion to express our appreciation to you and to 
members of your committee for the careful consideration which you have been 
giving to the problems of American exporters. As you are well aware such a 
study by Congress has long been needed and we trust that your efforts will 
produce the desired results. 

Sincerely, 


JOSEPH A. SINCLAIR, 
Director, International Trade Relations. 


STATEMENT SUBMITTED BY COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, 


INc., ON STRENGTHENING U.S. TRADE PROMOTION PROGRAMS—U.S. FOREIGN 
SERVICE 


The Commerce and Industry Association of New York, Inc., 99 Church Street, 
New York, N.Y., is a recognized chamber of commerce for the New York area. 
The membership of the association, which comprises a cross section of indus- 
trial and business firms in this area, includes some 2,000 firms directly engaged 
in international trade. 

Current U.S. international trade, particularly in its balance-of-payments status, 
clearly indicates the need for more aggressive promotion of U.S. exports. 

For many years the U.S. Department of Commerce has provided genuine as- 
sistance to American foreign traders. Not available to our exporters from any 
other source, those services have contributed greatly to the development of our 
oversea trade. 

However, the quality of those services depends almost entirely upon the in- 
formation prepared by the U.S. Foreign Service officers providing commercial 
data from their respective posts and the speed with which it is made available 
to U.S. exporters. At our Embassies these duties are the responsibility of the 
economic counselor or commercial attaché and his assistants. At lesser posts 
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the consul general, consuls, and vice consuls must be in a position to provide eco. 
nomic and commercial data in addition to their other duties. Probably half of 
our Foreign Service personnel therefore is involved in varying degrees with 
commercial and economic problems. 

From 1939, when our foreign commercial officers were transferred from the 
Department of Commerce to the Department of State, until about 5 years ago, 
the amount and caliber of commercial information from our Foreign Service 
officers sharply deteriorated. This was due, we believe, to the fact that in the 
State Department commercial activities were relegated to a minor status com. 
pared with diplomatic and political considerations, with little credit given to 
Foreign Service officers for their work in promoting U.S. oversea trade, and 
with correspondingly little training in trade problems available to such per. 
sonnel. 

Since 1956, however, when a plan of operation was entered into between the 
Department of State and Commerce “for the improvement of foreign trade and 
investment promotion” activities of the Foreign Service, there has been a 
marked change in the situation. We have opportunity constantly to meet each 
month with at least three or four Foreign Service officers of various grades 
while they are on home leave. In addition, we receive frequent reports from 
our many foreign trade members on their experiences abroad with U.S. com. 
mercial and consular officials. We have the highest regard for the men in that 
service; for the most part they are able, conscientious, and devoted public 
servants who competently represent ovr country abroad. 

Although still leaving much to be desired, there has been constant improve 
ment in the commercial activities of our Foreign Service during the past 4 
years. More recognition has been given by the State Department to the im- 
portance of trade matters and to the work in that field of individual officers, 
More opportunity has been afforded those officers to meet with representatives 
of exporting, industrial, and commercial firms while they are on home leave. 
The liaison between the State and Commerce Departments has improved 
notably. 

However, further improvement is needed in the quality of the services received 
by American exporters. World trade directory reports and trade lists, as an 
illustration, are in some instances still 3 or 4 years old. At certain posts the 
delays are due to insufficient personnel to handle the increased needs for sery- 
ice and assistance in a period when oversea business is of growing importance 
to our national economy under severely competitive conditions. 

We beleve also that certain modifications in the present procedures of handling 
commercial information would greatly expedite the availability of such data to 
U.S. exporters. In the first place, some evaluation should be made of each 
Foreign Service post as to the needs for commercial facilities based on the indi- 
cated interests of our exporters and such evaluation undoubtedly should be 
reviewed each year. Furthermore, the need for travel within each jurisdic 
tion by Foreign Service officers and the time needed for adequate coverage 
of the jurisdictional territory should be considered in determining the number 
of personnel required. 

In many instances insufficient time is available to our commercial officers 
for direct trade promotion and assistance to American exporters because of the 
requirements for routine economic reports which undoubtedly can be reduced 
further in frequency and length. 

Another deterrent to providing more effective assistance to American busi- 
ness is the frequency with which reports from Foreign Service posts are “classi- 
fied.” The use of that term should be minimized with respect to commercial 
matters so that reports from Foreign Service posts can be transmitted directly 
to the Department of Commerce and to business inquirers at the same time 
the originals are sent to the State Department. “Classified” data could be 
sent in a separate statement to the State Department only. 

As previously indicated, an accelerated program to promote U.S. exports, 
while at the same time negotiating with foreign governments for the elimina- 
tion of restrictions on U.S. goods in foreign markets, will require an increase 
in manpower both at Foreign Service posts and in the Bureau of Foreign Com- 
merce in Washington and the regional offices of the Commerce Department 
throughout the United States. An increased budget must also provide for the 
necessary training in trade promotion and service activities of Foreign Serv- 
ice officers and for recruiting additional qualified personnel for commercial work. 

In our judgment a successful accelerated program for export trade promo 
tion cannot be carried out by the Bureau of Foreign Commerce with the cur- 
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tailments in budget as recommended by the House of Representatives. Both 
the State Department, for the oversea part of the program, and the Com- 
merce Department, as the distributing agent and contact with American busi- 
ness, must be given the facilities needed if the Congress is persuaded, as we 
pelieve is the case, that our balance-of-payments problem must be solved and 
that the solution lies in increased exports of goods produced in the United States 
py American labor. 

Restoration of an oversea service of the Department of Commerce, as proposed 
in the interim report by the special staff of your committee, would be highly en- 
dorsed by American exporters. However, although our association has supported 
such a plan in the past, the continuing difficulties of the Department of Commerce 
with regard to adequate appropriations gives no assurance that it would be suc- 
cessful in obtaining additional funds for a foreign service. Even if the Commerce 
Department's Foreign Service were to be reestablished, the appropriations prob- 
lem raises the question of continuity and consequently of recruitment of capable 
career people. 

Furthermore, oversea trade promotion no longer can be concentrated in a few 
large cities. As in the United States, decentralization of industry is worldwide. 
Elimination of commercial work by the State Department Foreign Service would 
virtually obliterate any promotion of American exports by that Service. This 
raises a doubt as to whether a separate Commerce Department oversea organiza- 
tion would be as effective as the present setup under which, at even the smallest 
consular posts, at least one officer is responsible for commercial work. 

In view of these doubtful points as well as the much improved cooperation be- 
tween the State and Commerce Departments and the continuing increase in com- 
mercial reporting and promotion by State Department officers, we believe em- 
phasis at this time should be placed on improving present operations along the 
lines previously suggested and on providing necessary means to enable the Com- 
merce Department to do its share of the job. Favorable action by Congress dur- 
ing the present session not only should be productive of fairly prompt results but 
would give some assurance thatithe program could be continued and possibly ex- 
panded in the future along the lines recommended by your staff. 


AMERICAN REFRIGERATION EXPortT Corp., 
New York, N.Y., April 13, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear SENATOR MaGNuson : After 31 years of active association with the export 
trade of the United States, after 15 years as president of this company (repre- 
senting small manufacturers who do not export direct), and after a 3-month 
business trip around the world, just completed, I feel qualified to present some 
views on the present export situation. 

Pricing.—There are some who say that we are not pricing ourselves out of world 
markets. I would like to see some of those people actually get out and try to sell 
U.S. products in foreign markets in competition with articles of comparable 
quality offered for perhaps half the price by manufacturers in Europe, Japan, 
or Hong Kong. I have tried it. 

We were and are pricing ourselves out of world markets and must therefore 
find some means to overcome that handicap. Time after time, time after time, 
for an extensive range of products covering just about everything I was trying 
to sell, I was shown prices from other countries which were far, far lower than 
ours, in some instances 50 percent less. This was not only because the f.o.b. 
factory prices were lower, but also because the ocean-freight rates were much 
less in the case of foreign vessels as compared with U.S. ships. For refrigeration 
and appliances, as well as for air conditioning to a growing extent, the greatest 
competition pricewise was from Germany, Italy, and Japan. 

To cite some specific examples: In Athens, I was shown an 8-cubic-foot re- 
frigerator from the United States, while standing along side of it and in- 
distinguishable from it in appearance and apparent quality, was an 8-cubic-foot 
refrigerator made in Italy which cost the importer one-third less. In Bangkok, 
German washing machines were selling for about one-half of what the U.S. 
machine cost. In Hong Kong, Japanese fans were selling retail for about the 
Same price as fans offered f.o.b. factory in the United States. 

People just do not know what they are talking about when they keep saying 
that “we are not pricing ourselves out of world markets, all that is needed is 
for the U.S. manufacturer to go out and sell harder.” I wish they would go out 
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and try it. What do you do and how do you do it when such competitve prices 
are placed in front of you? 

In the last 10 years, U.S. exports to the Middle East countries dropped 20 per. 
cent. In the same period of time, Japanese exports to those same countries jp. 
creased 500 percent, while German exports to those same markets jumped 909 
percent. West Germany alone now supplies 17.7 percent of Middle East imports, 
not far behind the United States 21.6 percent. Why, if not because of better 
prices and terms? Certainly, the Middle East countries did not increase their 
purchases of German, Italian, and Japanese goods because they like them any 
better than they like us. 

Terms.—Another field in which the Buropeans, especially, have outclassed ys 
is in the matter of terms. It is not a bit unusual for manufacturers abroad, 
especially those in Germany and Italy, to extend terms of from 6 to 12 months, 
or even longer, not just for capital goods or machinery but for consumer products 
as well. Naturally, the fact that they can reinsure with their Governments and 
in most instances get their money right away is the prime factor. 

Foreign production.—Not all of the foreign competition is from foreign-owned 
companies. It is, of course, a well-known fact that American manufacturers 
have been falling all over each other in their eagerness to acquire an interest 
in, to own, or to build their own factories abroad. The list is extensive and 
extends all the way around the world from London to Australia and beyond, 
I often wonder which American manufacturer will be the first to establish a 
branch plant in Antarctica or on the moon. I am sure that some of them must 
be considering it already. 

It is most certainly obvious that each and every one of these operations cuts 
down on exports from the United States direct, not only by supplying the 
local market but also by exporting from these countries to other markets, even 
back to the United States. 

In a recent issue of the New York Journal of Commerce there was a news 
story about one prominent U.S. manufacturer who had branch plants abroad 
located in Scotland, Brazil, France, Philippines, Argentina, and Italy. The 
story pointed out that oversea manufacturing operations for that concern had 
shown almost a 50 percent increase in total output, with the manufacturer 
looking forward to a further growth in production. It was also noted that in 
addition to supplying local markets, these factories will increase their exports 
to other countries as well. _ 

Still another article in that same newspaper pointed out that just recently 
more than 20 American manufacturers had established or were about to establish 
branch plant organizations in one Latin American country. It is interesting 
to note, also, that the editorial in the February 22, 1960, issue of Air Condi- 
tioning, Heating and Refrigeration News was about the advantages to be derived 
by U.S. corporations in setting up foreign manufacturing operations. 

Foreign Commerce Weekly of April 4, 1960, carried an article about loans 
available to U.S. manufacturers who wish to set up branch plant operations 
in foreign markets. Specifically mentioned were loans of $8.3 million to Fire 
stone and $4.7 million to Goodyear to produce tires, tubes, and related products 
in India. This is like feeding one of your big husky sons steaks, chops, 
milk, fresh vegetables, and vitamins while feeding another smaller son only 
scraps, dried bread and water, then wondering why he keeps getting thinner 
and thinner, while his big brother keeps getting bigger and bigger. 

Is it any wonder, therefore, that all of this is a contributing factor to the 
decline in exports from the United States? As long as our Government looks 
with favor upon such business expansion abroad, particularly through loans or 
through favorable tax plans, it is merely burying its head in the sand when 
it decrys our declining exports. 

I don’t blame big business for doing what it has been doing and is doing. It 
is good business. What difference does it make into which pocket your money 
goes, as long as it is your money and your trousers? If the Government will 
not help business to expand its export sales direct from the United States, 
business cannot be blamed for doing whatever its considers necessary to meet 
the increasing competition from foreign manufacturers. In other words, their 
attitude is “if you can’t beat them, join them.” That is all well and good for 
the large manufacturers, but what about the thousands of small manufacturers 
who cannot do the same, but must still try to export direct from the United 
States? 

Nationaligsm.—It has become a nationalistic desire and a matter of national 
pride perhaps, also, for every small country throughout the world to wish to 
become a big manufacturer and to apply for loans for such purposes from the 
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Export-Import Bank, Development Loan Fund, ete. Each time that happens, 
these Government agencies of ours are helping to create additional competition 
for those manufacturers who are still trying to do export business direct 
from the United States. Not only does this create additional uneconomical 
competition but, even worse, as soon as ground is broken for the first factory, 
most of these countries immediately prohibit the further importation of the same 
product from the very country which gave them the loan; or else they establish 
such high import duties or surcharges to protect the home product as auto- 
matically tends to exclude competition. Sometimes this is done in advance. 
In other words, a country will prohibit the importation of some products or 
restrict their entry through import license requirements, or raise the import 
duties, to force American manufacturers to set up branch plants there. 

Solution.—There have been many solutions suggested and I do not claim 
that mine is the perfect one or the only, by any means. However, I would 
like to express My own views on the subject. Mr. Alfred H. von Klemperer, 
assistant to the Secretary of the Treasury, speaking before a meeting of 
the American Management Association, said that there were “three means 
of effecting the U.S. payments position, namely, cutting foreign expenditures, 
reducing imports, and improving our export competitive position.” I say that 
we should do all three. 

A. “Cutting foreign expenditures”: Each time the United States makes a 
loan to some foreign country, big business immediately gains by it, either 
pecause these countries, directly or indirectly, prefer to do business with the 
big concerns or because these big firms find that these loans make it easier 
for them to set up their own factories in those countries. I refer you back 
to a preceding paragraph in which I spoke of the loans made to some of the 
giant corporations in this country to enable them to set up factory branches 
in other countries through loans from the U.S. Government. 

The least that we can do is what other countries do when they lend money, 
and that is to insist that those funds be spent here in the United States. There 
is need for a “spend it here” clause in those agreements. It certainly does 
not help this country very much if out of a loan of $100 million, only about 
$20 million is used to buy tobacco, petroleum, or cotton here, either because 
some of those items can be obtained only in the United States or because world 
prices are more or less the same, while $80 million is spent in other countries 
because their products are cheaper or because they extend longer terms or 
because of some bilateral arrangements. We should have some bilateral 
agreements of our own. 

B. “Reducing imports”: Reducing the volume of our imports would not be the 
worst thing in the world or a castastrophe, even though as Mr. von Klemperer 
said it “would run counter to our traditional international commercial policy.” 
At one time, England was the greatest exporting nation in the world. Yet, 
when England found it necessary to restrict its imports it did so and survived. 
Survived? It actually increased its exports and is now in a most favorable 
trade position. Other countries which had to restrict their imports and did 
were Germany, Italy, Japan, Australia, New Zealand, Argentina, Brazil, Chile, 
Colombia, Mexico and many, many others. Almost every nation, at some time 
or another, had to give up the traditional and tighten its belt for a while. 
My contention is that we should cut imports from those nations that restrict 
our exports. Some bilateral agreement would help. In my opinion, it is wrong 
to continue to permit foreign nations to set up any kind of import restrictions 
that they want to against American merchandise, while we do not dare to 
raise any restrictions of our own. It is time the United States stood up on 
its own two feet, to its full height, and showed that it was a powerful nation, 
not just a doormat for other countries to wipe their feet on. 

C. “Improving our export competitive position”: How? Not necessarily by 
cutting wages or prices, which would be almost impossible, but by other means. 

Subsidy: A subsidy has been paid by our Government on agricultural products 
for 30 years or more. Why? Because it was felt necessary. It is now necessary 
to do the same on export products. It has been done before by other countries. 
In London, a few weeks ago, I was told that the Norwegian Government had 
sent a mission there with instructions to sell frozen fish at whatever price was 
hecessary to get a good share of the market, also to buy and lend frozen food 
cases to those storekeepers who buy Norwegian frozen fish. All this under a 
subsidy from the Norwegian Government to make up any losses. That’s going 
after export business with government help. 

We protect our farmers through subsidies, we protect our domestic manu- 
facturers through customs tariffs and quota restrictions. Why should we not 
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protect those manufacturers in this country who are still trying to do export 
business direct from here? 

Credit: If other countries can arrange for export credit-insurance or export 
eredit financing for their people, why cannot the United States do the same? 
Why should not the United States do likewise to make it easier to compete with 
the credit terms offered from abroad? The present plan to insure against 
political risks only is entirely inadequate and insufficient. To insure against 
political risk is a step forward. But, it is of greatest help to the large corpora. 
tions who may have millions of dollars invested abroad. However, it is of no 
help to the small manufacturer or exporter whose main worry is over the up. 
certainty. of collecting on his time drafts or whose chief concern is over the 
delays in receiving remittances from customers in foreign markets. The least 
we can do is to offer the same type of commercial insurance as is available to 
manufacturers and exporters in European countries. 

Bilateral agreements: It is about time we entered into some of these bilateral] 
agreements for our own protection and for our own good. In that way we cap 
at least control some of the money which we spend in or lend to foreign coun. 
tries. By insisting upon those dollars coming back here directly, we would 
certainly be helping our export position. Furthermore, we could use some 
leverage to foster exports by threatening to cut imports from countries that 
restrict the importation of our products. 

One of the top Russian officials recently said that communism will borrow the 
best from capitalism to its own advantage. If Russia is not too proud to admit to 
doing that, why should the United States be too proud to follow the example of 
others? A great many foreign nations have subsidized their exports, have 
granted export credit facilities and have entered into bilateral agreements with 
other countries, with outstanding results that speak for themselves. Is it be 
neath the dignity of the United States to “borrow” some of these ideas, used 
to advantage by other countries? 

Mr. von Klemperer was right when he said that there were “three means of 
affecting the U.S. payments position.” What we need now is an immediate, all- 
out, all-three approach to the problem for a quick turn for the better*in our 
export situation. 

Sincerely, PHILIP H. BeRrRitTtT, President. 


STATEMENT OF THE SAN FRANCISCO AREA WoRLD TRADE ASSOCIATION FOR PRES- 
ENTATION AT THE HEARINGS BY SENATE INTERSTATE AND FOREIGN COMMERCE 
COMMITTEE ON FOREIGN COMMERCE StTupDY 


Secrion A—U.S. TRADE AND WorRLD MARKETS 


Present export picture and the significance of current trends 

(1) The general consensus of leaders in the world business sector of the San 
Francisco area appears to be that exports may continue to increase gradually, 
but probably not as rapidly as they have in the past. This will be due principally 
to the fact that many nonagricultural products which were formerly shipped 
to oversea markets from this country will, in future, be produced in subsidiary, 
jointly owned, or licensed manufacturing plants in other parts of the world in, 
and near, the principal consuming centers. It is believed that every effort 
should be made, however, to expand exports of primary and newly developed 
products and to keep a healthy two-way trading balance between exports and 
imports. 

There appears to be considerable concern over the fact that because of the 
present adverse position of our international balance of payments the general 
public has been inclined as a result of official pronouncements to feel that this 
payments situation has been caused by the world trade sector, particularly im- 
ports, whereas it is well realized within world business circles that the United 
States continues to have a favorable balance of trade even though the Nation 
has an unfavorable international balance of payments. In this connection, it is 
believed that, in addition to the export drive, the Government should give equal 
attention to the stimulation of world travel trade in the direction of this country 
through the creation of adequate administrative machinery and the immediate 
elimination of U.S. redtape in which this country is reported to be second only to 
mainland China, and to effect a gradual but substantial tapering off of military 
expenditures in other countries. 

(2) Among the other sources of competition which many leaders of the 
business community continue to deplore are the continued activities of govern- 
ments in business. The policy declaration of the San Francisco Chamber of 
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Commerce in this connection has been in effect for nearly a decade and is set 


forth below : 
“GOVERNMENTS IN BUSINESS 


“During the war and postwar years, the tendency for governments to establish 
commissions, agencies, and bureaus to engage in business was great. We rec- 
ognize that this was often necessary in terms of military expediency. However, 
in peacetime, such operations should be strongly discouraged. 

“The argument in favor of American competitive enterprise at home finds 
equal application in international commerce. 

“The functions of government should be limited to establishing sound practical 
policies under which private enterprise may operate in international trade. 
Trading, selling, and purchasing are the functions of private business and 
should be fostered by proper government policies both in the United States and in 
other countries. 

“We are opposed to any new government activities which would infringe 
upon the traditional operations of exporters and importers.” 

Many business leaders in the San Francisco area who are actively engaged in 

international trade and finance feel that the principal sources of competition 
arise from various unfavorable factors rather than from certain specific nations 
or trading areas. In other words, that the maze of restrictions promulgated by 
our executive departments and by other governments continues to be one of the 
most potent factors in placing many U.S. traders in an unfavorable competitive 
vosition. 
After having pressed for many years for some sort of credit guarantees on the 
part of the Federal Government, there is considerable interest at present in the 
preliminary ideas recently announced by the Export-Import Bank. However, 
this program will have to operate before it will be known whether or not it will 
help effectively to place the American trader in a position in which he can 
compete favorably with the nationals of other countries who have had such 
facilities available to them for a number of years. 


Trade potentials of undeveloped countries 


(3) A number of the best-informed members of the business community of 
San Francisco are greatly concerned over the fact that economic progress in 
the so-called underdeveloped countries is not keeping pace with the progress 
of economic development in the more highly developed manufacturing countries 
of the world. They are distressed over the fact that the various oversea 
economic development programs are, as a result, not closing the gap between 
the developed and the underdeveloped countries. It is a general consensus that 
full utilization of all effective private banking and business facilities throughout 
the world, particularly in Western Europe and eastern Asia (especially Japan), 
can help the governmental entities to do a more effective job in building up 
the economies of the underdeveloped countries and, therefore, enhancing their 
trade potential. 


Major factors affecting the U.S. competitive position 

(4) International banking and business leaders in the San Francisco area have 
repeatedly expressed the opinion that among the major factors affecting the 
U.S. competitive position in world markets are the high costs of production based 
upon the world’s highest labor rates; the cumbersome and outmoded import 
and export controls; the lack of facilities for the extension of long-term credit 
on the part of American traders; and the rapid turnover in the marketing 
organization and the officers and personnel of American oversea operational 
entities as contrasted with some of the long-established European firms which 
have highly competent representatives who have lived in various world markets 
for many years and who have considerably wider and stronger entree within 
the country or countries in which they work than do the quickly changing, often 
less-experienced American representatives. 


Exports in relation to the balance of payments 


(5) As pointed out in section A(1) the San Francisco business community, 
while strongly in support of a dynamic export drive, deplores the fact that the 
official position of the Government, whether consciously or unconsciously, has 
been presented in such a way as to cause the general public to feel, firstly, that 
the exporters of the United States are not doing a good job, which is grossly 
untrue, and, secondly, that the adverse international balance of payments situa- 
tion also reflects an adverse balance of trade whereas, as we know, we have a 








214 FOREIGN COMMERCE STUDY 


favorable balance of trade. It is believed, therefore, that the attack on the 
unfavorable balance of payments situation should not be placed completely op 
the shoulders of the export community but that very careful consideration should 
be given to the factors that have caused the adverse balance of payments situa- 
tion and that these—particularly travel to the United States and reduced milj- 
tary disbursement abroad—should be given equal attention and be the subjects of 
strong action programs. 


SeEcTION B—MEASURES TO ExPAND U.S. Exports 


Strengthening of present U.S. trade-promotion operations; reduction of foreign 
import restrictions 

It appears to be the general consensus of the leaders of the international busi- 
ness community of San Francisco who travel widely throughout the world each 
year that U.S. trade-promotion operations, while being very effectively admin- 
istered policywise in the Bureau of Foreign Commerce, require a complete over. 
haul when it comes to operations with, and within, the U.S. Foreign Service. It 
is believed that, whereas the original independent Foreign Commerce Service may 
have been somewhat ‘‘too independent” prior to 1989 when it was put under the 
State Department, the present emasculated Foreign Commerce Service, admin- 
istered by the U.S. Foreign Service, is not doing as effective a job as it should. 
It is too much under the control of the political policy elements of the U.S. 
Department of State and is too far divorced from the U.S. business community, 

The directives presented for the preparation of the policy declarations of the 
San Francisco Area World Trade Association have resulted in the development 
of the following proposal : 


“FOREIGN SERVICE—-TRADE PROMOTION 


“We believe that the economic interests of the United States cannot be best 
served by a unified foreign service which continues to utilize the outmoded 18th 
and 19th century diplomatic practices of according higher rank and status to 
political than to economic officers. 

“Foreign Service officers of the Departments of the Treasury and of Agricul- 
ture also have found that the present Foreign Service system does not adequately 
meet their needs. They have sought, and received, a degree of independence 
which must be made available again to economic and commercial officers. 

“We believe, therefore, that there should be reestablished immediately a sep- 
arate foreign commercial service. Such Commerce Service personnel should, 
as in the case of the Treasury and Agricultural Foreign Services, be under the 
jurisdiction of the Ambassador, minister, or consul general who is principal 
officer at the post or posts to which the economic officer or staff member has been 
assigned. 

“All reports and other communications of interest to business should be sent 
direct to the Department of Commerce, rather than in the present inefficient 
reverse order.” 

The management of the World Trade Department of the San Francisco Chan- 
ber of Commerce has recommended for a number of years that a special com- 
mission be established to give some independence again to the Foreign Com- 
merce Service, along lines taken a few years ago for the Foreign Agricultural 
Service. It will be recalled that the Foreign Agricultural Service also in 1939 
had been brought almost completely under the jurisdiction of the U.S. For- 
eign Service as administered by the Department of State and that it, too, had 
not been able to operate effectively in that status. It has been recommended, 
however, that a newly reconstituted, independent Foreign Commerce Service, 
which is so necessary if U.S. businessmen are to benefit from an effective 
export program, be developed without delay through the passage of special 
legislation similar to that reestablishing the independence of the Foreign 
Agricultural Service. The newly reestablished Foreign Commerce Service 
should be more independent than the present shadow organization which is 
almost completely submerged in the multifarious noncommercial and security 
activities of the U.S. Foreign Service of the Department of State. 


Reduction of foreign import restrictions 
Although the import restrictions of a number of the major trading countries 
of the world have been reduced very considerably in the last 2 years, there are 


many further import restrictions which should be reduced or removed com- 
pletely. The bulk of the business leaders in the San Francisco area who are 
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engaged in international banking and trade appear to be of the opinion that a 
stronger Official line should be taken toward these “reluctant” countries, similar 
to that taken at the Tokyo Conference of the General Agreement on Tariffs 
and Trade. The U.S. Government, in its negotiations of an economic nature 
with other nations, particularly in the fields of finance and trade, should do 
more effective “horse trading” in persuading other nations to lower their tariff 
barriers and other restrictions to our trade and investment. 

Reduction, or abolition of the outmoded, ineffective and ill-will-building 
export controls of the U.S. Government would, it appears to many, to be a first 
step in persuading other countries to lessen their barriers to our trade. 

In this connection, the World Trade Association of he San Francisco Cham- 
per of Commerce and the chamber’s board of directors have long pressed for 
further action in the fields of currency convertibility even though recent devel- 
opments, particularly in the sterling area, have been most encouraging and 
the following policy declaration in regard to currency convertibility has been 
on its books for nearly a decade: 

Currency convertibility means a free conversion of the currency of one 
country into that of another. 

If convertibility is to be achieved it will be accomplished through a com- 
bination of effective measures by the United States and countries having 
dollar deficits. Some of the steps leading to the proper economic climate 
permitting the gradual application of convertibility are— 

1. Sound credit and fiscal policies on the part of all countries; 

2. The establishment of exchange rates that can be maintained within 
the framework of economic stability at high levels of output and em- 
ployment ; 

3. Flexible production patterns permitting the reallocation of re- 
sources in response to world supply and demand conditions. 

The above refer to general policies that should be followed by all coun- 
tries if convertibility is to be achieved. There are specific contributions 
that might be made by this country. Some of these are— 

1. Renewal of the Reciprocal Trade Agreement Act ; 

2. Simplification of customs regulations ; 

3. A revision of our present tariff law tending toward lower tariffs; 

4. Repeal of the “Buy American” legislation ; 

5. Stimulation of tourist travel; 

6. Encouragement of American investments. Our Government should 
encourage foreign countries to adopt legislation favorable to the safety 
of such funds and should free American investors of the disadvantages of 
double taxation ; 

7. Abolishment of commodity export subsidies tending to favor the 
United States in world competition. 

Other governments should be encouraged to take appropriate action with the 
view of achieving these mutually desirable objectives. 


PRESENT EXPORT CREDIT FACILITIES AND PROPOSALS FOR NEW MECHANISMS 


The leaders in the field of world trade and international banking in the San 
Francisco area have been very concerned over the lack of certain Federal export 
credit facilities to bolster and supplement the excellent private facilities in the 
United States. They have viewed with considerable interest the proposals re- 
cently put forward by the Export-Import Bank of Washington and the National 
Coordinating Committee for Export Guarantees sponsored by the international 
section of the New York Board of Trade under the continuing sponsorship of 
Mr. Francis X. Scafuro of the Bank of America, N.T. & S.A. 

Due to the fact that, as pointed out above, the new program announced recently 
for administration through the Export-Import Bank has not been in effect long 
enough to assess its value, there has been no disposition to comment either 
favorably or unfavorably on this program. However, the San Francisco Area 
World Trade Association’s International Finance and Investment Committee 
has viewed quite favorably the export credit guarantees program put forward 
by the national coordinating committee, mentioned above, and has taken steps 
to form a San Francisco chapter to press for action on many of the proposals 


.set forward by the national coordinating committee. 
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TRAVEL DOLLAR GAP AND PROPOSALS FOR PROMOTING INCREASED TRAVEL 


The World Travel Trade Committee of the San Francisco Area World Trade 
Association has been viewing with much interest the recent bill submitted by 
Senator Warren G. Magnuson to establish an effective official travel agency 
within the United States, and has formed a special subcommittee to study the 
excellent travel organizations of Italy, Japan, Germany, and France. The sub 
committee tends to favor the Italian organization, not only because of its rich 
and long experience but also because it contains organizations at all admip. 
istrative levels, i.e., city organizations, provincial or state organizations and 4 
federal or national organization, the latter of which acts to coordinate the entire 
operation and to resolve any problems which may arise between public and 
private sectors of the travel industry. 

Due to the fact that the San Francisco exporters point to the U.S. traveler,’ 
dollar expenditure abroad as one of the principal factors causing the present 
adverse international balance of payments, and not the favorable trade balance, 
they are particularly desirous that a much more effective job be done to develop, 
advertise, and generally promote the tourist facilities of the United States and, 
thereby, better take care of the considerably larger numbers of nationals from 
other countries who are now visiting this country. This will help citizens of 
other nations better to understand U.S. citizens and it will recoup a portion of 
the dollars spent abroad by American citizens which have, in large part, brought 
about our adverse balance-of-payments situation. 


SecTion C—U.S. TRADE WITH THE SINO-Soviet Bioc 


It appears to be the general concensus of the businessmen of the San Fran- 
cisco area who are members of the World Trade Association that the effective 
ness of the present U.S. policy regarding trade with the Soviet Union and 
mainland China, whereas it was helpful originally as a short-range policy, has 
lost a great deal of its validity in recent years and should be completely over. 
hauled. With regard to trade with the Soviet Union, a business delegation from 
the San Francisco area was in Moscow in August and September 1959, and dis- 
covered various avenues for a more realistic approach to our trade relations 
with that country, which would in no way weaken the U.S. position toward 
the U.S.S.R. but would, it is believed, in the long run tend to strengthen the 
U.S. position and lessen the present tension between the two countries which 
might lead to open warfare. As an initial step, the group recommended that 
the export controls of the United States vis-a-vis the Sino-Soviet bloc should 
be no less rigid than those applied by other countries participating in the inter- 
national control organization. 

With regard to trade relations with mainland China, the San Francisco 
business group has always been most keenly interested in this area due to the 
fact that the great Chinese colossus is a “next door neighbor” of the Western 
United States. There appears no longer to be even the most remote possibility 
that the “Chinese Government in exile” on the island of Formosa, will be able to 
regain power on the mainland of eastern Asia. 

Although the position of the business interests in the San Francisco area 
have been considerably less outspoken than that of the maritime labor inter- 
ests, the San Francisco business group cannot, and will not, consider the so 
called China problem as something remote and not even urgent—even though 
it may seem remote and not too urgent to Washington, D.C., New York, and 
other eastern communities in this country where the fixed gaze seems to be 
almost exclusively on ‘‘that peninsula of Asia” known as Europe. 

Many business leaders, therefore, have pressed for the sending of businessmen 
into China at the same time that an early exchange of newspapermen and re 
lated publicists is arranged. The philosophy behind this request has been based 
upon the fact that diplomatic and military postures are apt to become rigid 
because of the old oriental desire not to “lose face.’ The shrewd American 
businessman, on the other hand, is accustomed to taking carefully calculated 
risks, and is in a better position to approach a situation such as that with main- 
land China and to gradually develop ways and means of improving de facto 
relations to the extent that diplomatic recognition eventually can be arranged. 
Although the official position calls for the belittling of the trade potential be 
tween the United States and mainland China, it is the general consensus of the 
business community in San Francisco that, in the long run, trade would again 
be very beneficial to the Pacific coast, particularly, and to the United States 
in general. 
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APPENDIX A 


THE INTERAGENCY STEERING GROUP FOR THE PROMOTION 
OF EXPORT SALES 


Report by Working Group I 


Area Market Evaluation Group 


The attached paper is the report of Working Group I which has 
been approved for submission to the Steering Group by State, 
Commerce and Budget members of the Working Group. 
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THE INTERAGENCY STEERING GROUP FOR THE PROMOTION 
OF EXPORT SALES 


Report by Working Group II 


Content of Commercial Activity of the 
Foreign Service 


The attached paper is the report of Working Group II which has been 


approved for submission to the Steering Group by State, Commerce and 
Budget members of the Working Group. 





Donald D. Kennedy, Chairman 
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Working Group II 
} 
EXPORT PROIOTION PROGRAM 
CONTENT OF COMIERCIAL ACTIVITY OF THES FOREIGN SERVICE 
IN RSLATION TO THiS S¢PORT DRIVE 7 


DOT TCY CTpipm-myr 
FUsdsl 32 ib 4 ltd 
‘ 


It is in the national interest of the United States that its foreign trade 


ould achieve further growth. Rising world prosperity is dependent to no small 
joniae on the ever growing supply of goois ani services. In order that this be 
realized and to help towirds meeting the need for improving the United States 
balance of payments, there is a compelling necessity for militant action at the ; 
eirliest possible moment to promote the exportation of United States goods and 
services, 


United States private business ani iniustry nust, as in the past, bear the 
principal resvonsibility for a more vigorous commercial effort. At the same time , 
the United States Government must be fully cognizant of its responsibility to sup. 
nort private enterprise in this effort ani to stimulate and assist’ the activity of 
private enterprise where appronriate. This support must be given to the whole 

illed for 


\merican business community. The new ani improved services that arec 

are imoortant to large corporations, but they are essential to the small and 

nediiumesize businesses which in increasing numbers must become a part of the ex. 

port drive. “any of these firms, for reasons of limited staffs as well as limi- 

ed buicets, have to rely almost completely on governmental sources for assis- 

In his active support of United States ivate enterprise unier an 

of expanding export sales, the Foreign Service Officer must, 
exercise his good judgment and common sense with respec 


» 
’ 


} 
.. 















This means thit the Foreign Service must seek aggressively to identify it- 
self with the efforts of American business to stimulate sales abroad of American 
products. ‘*oreian Service Officers engazed in commercinl activity must work in 

close ini frequent association with business, trade and industrial groups, as 
well as with similar officials of other governments. t is essential that they 

hieve an alert, en Lic anil informed attitude tovards this task and carry on 
their activity with lL, imagination, diplomacy ani deer Pe 
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QAO CTS INOATION 


la 





A, WoneReporting Activity at the Post 


The Foreign Service Officer engaged in commercial activity specifically, 
ani other officers at the post as appropriate, should: 


1. On all possible occasions press for the removal of restrictions which 
in general prevent the sale of United States products ani for an end to anti- 
United States discriminatory treatment. 


2. Do what is possible to bring about the use of United States staniards 
ani specifications so thit Unitei States business establishments may compete 
more effectively. 


3. Engage in institutional promotion of American protucts, 


4, Give enphasis to the establishment ani inaintenance with officials 
in business ani Government in the assigned area of personal contacts of a 
broad ani inclusive character, 


5. here requestei, exert diligence in finding suitable trading connec- 
tions for United States firns. 
6, Se rctive ‘n mikiny available to the local business community cata- 
losues, price lists, descriptive data, aivertising ani other promotional 
materinls. 


7. Travel extensively in his district for the purpose of developing con- 
tacts and seeking out trade opportunities which would be helpful in promoting 
Unite! Stutes exports, At the same time, the Foreimn Service Officer should 
be alert to identify problem areis anl surest renediies, 


8, To the extent practicable, be present at bid openinys where United 
States firms are involvei to gather information ani to demonstrate the inter- 
est of the Unitei States Government in these events, 


9, Assist actively trade missions ani trade fairs, ani exploit fully the 
trade promotion ani contact opportunities afforiei by their presence, 


10. In those posts where U.S. traie centers are established 
fetic support and assistance, and proviie policy guidance, 


» lend ener- 


11. Se responsible for the mainlenince anit operation of comiercial li- 
braries, ani for making known the need for effective libruiries, 


12, Tientify potential customers or sources of supply for specific busi- 
sane ReOr itatives, 

13. In specific crises where 4 possibl ale of an American proiuct is 
involved, assist in elininiting any obstruction &iposel by the foreign fovern- 
ment, 


14%, Be prepired to sive suiiance to Americin businessmen as requestei in 
Lhe oropaeation an? presentation of proposnls which will leii to the sale of 


neriecan prolucts, 
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15. Arrange appointments with private local businessmen and government 
officials in aivance on request of American businessmen visiting the post. 
Upon request, he should accompany American businessmen on their appointments, 
if such action is feasible ani the post has been advised by the Department of 
Commerce that courtesies should be extended to the individual, or the Foreign 
Service Officer involved believes such action would be appropriate ani help- 
ful to the promotion of United States exports. 


16. Encourage \merican businessmen to meet with local trade groups ani to 
io what they can to encourage local acceptance of United States products in 
general, 


17. Assist in the promotion of travel to the United States by cooperat- 
ing with tourist promotion agencies, by distributing promotional material 
and by evaluating the travel market. 


B. Reporting Activity 


The post should give emphasis to those things which will assist in an 
increase in United States exports by: 


1. Continuous and systematic reporting on the commercial policies of 
other countries, including or supplemented to timely spot reporting on all 
those factors affecting the local climate for American goods, 


2. Providing adequate and timely information on business trends and 
commercial developments. 


3. Providing punctually trade lists, timely world trade directory re- 
ports, ani trade contact surveys, and in these reporting areas using greater 
initiative ani imagination in voluntary reporting. 


4, Using ingenuity and initiative in the preparation of required and 
voluntary market research studies and commodity and industry reports; in 
particular, these reports should stress export potentiality and should be 
as brief as their subject permits. 


5. Providing information on obstacles to United States exports which 
require corrective action on the part of United States manufacturers, if they 
desire to enter a particular foreign market. 
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I, BUDGETARY DPACT AND IMPLEYEUTATION 


1. The following recomnendations will impose an additional workload on the 
Foreign Service, ani, if all present activities continue at existing levels, will 
call for more funds, if they are to be implemented fully: 


3, 4, 5, 7 (It is estimated that there should be at least two visits a 
year by a Commercial Officer to each important commercial and industrial 
center outside the immediate city of residence. Actual additional funds 
required will have to be juiged on a post-to-post basis.) 8, 9, 10, 12, 

14, 15, 17. 


Implementation of these recommendations will depend upon the provision of ade- 
quate personnel. It is the view of the Working Group that all of these functions 
shouli be performei as soon as staff is available. A start could and should be 
maie.at many posts, however, ani the extent to which such recomnendations could 
be carried out immediately would depend on a shift in emphasis and on the accep- 
tance of a spirit of urgency, 


2. The following recommendations would not appear to require additional 
funds for implementation or can be covered in conjunction with other recommenda- 
tions: 


.. 2, 6 Se th 


These recommeniations should be implemented imnediately upon receipt of instruc- 
tion, 


3. Comment on the recommendations with respect to Reporting Activity (Nos. 
1 through 5) will be found in the Report of Working Group VIII -- Reporting. 
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TII, PRESENT SITUATION 


Prior to 1939 the Department of Comerce had its own Foreign Service, Its 
major function was the promotion of American exports, and most of the commercial 
activities at posts abroai were geared to this concept. 


In 1939 the Foreign Service of the Department of Commerce was fusei with 
that of the Department of State. 


The dramatic events of 1940 and the subsequent entry of the United States 
into ‘orld ‘Jar II added grave new responsibilities to the economic ani conmer. 
cial sectors of the newly amalgamated Foreign Service. No lonzer was trade pro. 
motion the sole raison j'etre, New anid rapidly multiplying functions related to 
the economic wartime activities of the United Stutes became dominant. As a re. 
sult, the efforts of Foreign Service Officers in the economic ani comercial 
sections of our missions and consulates abroad were absorbed mainly in the prose. 
cution of wartime activities, 


Yet, even during the war, practically all of the commercial ani economic 
renorting services which hai accounted for most of the work performed in the pre. 
wir period remained in iemand in order to service the interests of American pri. 
vate business in non-occupied areas. Some of these services were moiified, some 
were not rendered at all, while others were augmented; but the earlier patterns 
continued, 


After a brief flurry of export promotion activities at the conclusion of 
Yorld Yar II, other prozrims came to dominate the economic and commercial inter. 
ests of the United States, The Marshall Plan, efforts to assist underdeveloped 
areas, programs calling for increasei American imports from abroad, and promo. 
tional activities in the field of American investments overseas preiominated, 
The aivent of the Cold Yar complicated the picture further with the need to fol. 
low “ast-"est trade ani to implement related U.S. export controls. Recently, 
Soviet "loc efforts to penetrate the economies of non-Communist areas have re. 
sulted in still further economic activities at Foreign Service posts, 


During this postwar period only a limited amount of work was done in the 

ield of promoting U.S. exports. Yet the sime commercial and economic report. 
ing services which were continued even during the war period remained in demand 
after ‘Jorli War II. In fact, many of the needs expanded in scope and intensity 
because of the remarkable expansion in exports and imports, changes in world trade 
patterns stemming from financial ani trade restrictions adopted by many countries, 
and complications arising from an increase in the participation of most governe 
ments in matters relitel to foreign trade. 


A seller's market existed in ‘most countries of the world, In addition, manu. 
facturers in the United States were able to sell most of their output in the 
domestic market and were not particularly interested in export trade. Therefore, 
there wis less public demand for or interest in Government service to business- 
men from the Foreign Service posts and Department of Commerce facilities. 


The Foreign Service is currently charged with promoting United States ex. 
ports, ani the Foreien Service 'lanual proviies detailed instructions on the sub- 
ject. The Comorehensive Sconomic Reporting Proyram (CERP) provides for most 
continuing reporting requirements. In addition, spot requests made by the Depirt- 
ment of Commerce are honorei by the Foreign Service. Similarly, commercial ani 
economic officers renter services to \mz2rican businessmen residing or traveling 
overseis, 3ut rit most posts efforts to promote the sale of U.S. gooijs ani services 
have been at a low level. 
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IV. EVALUATION 


Important changes have occurred in the world commercial situation, and the 
Foreign Service has not been changed to meet the present requirements. 


The recent removal in many countries of restrictions against imports from 
jZollar areas has resulted in new opportunities for the sale of American consumer 
goods, machinery, and semi-manufactures. This development, coupled with the need 
to reduce the deficit in the U.S. balance of payments, points the way to an ex- 
nanied American export program. 


The Foreign Service has a vital role to play in carrying out this program. 
This new role calls for an energetic expansion of Foreign Service activity in sup- 
port of Yepartment of Commerce programs designed to stimulate American exports, 
It also calls for an increase in the effectiveness of existing activities. The 
naniatory reporting requirements (CERP) have usually taken first priority, and 
there has been very little time left for commercial officers to gét away from their 
desks to make contacts in the business community and to spot and analyze trade 
promotion opportunities. Also, present staff has not been sufficiently oriented 
towaris the export function in view of the importance of their "Cold War" responsi- 
bilities. 


All members of the staffs overseas must have @ clear understanding of the 
importance of the new program andi the need to support wholeheartedly the efforts 
of economic ani commercial officers in the discharge of their new responsibilities, 


The missions abroad must be given adequate support to enable them to co- 
operate vigorously ani successfully in the implementation of the new program, 
This assistance shouli consist of directives which will be useful to Foreign 
Service Officers in planning their promotional activities, amendments to the 
Foreign Service Manual which reflect the new philosophy in terms of broad guide. 
lines, instructions requiring the posts abroad to implement immediately to the 
extent possible specific actions recommended in Item I of this paper, adjustments 


in the CERP to reflect the "new look," and increased staff to carry out recom- 
menied activities. 
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¥. RECOMMENDATIONS 


A. Non-Reporting Activity 
SUMMARY RECOMMENDATION 1 


On all possible occasions press for the removal of restrictions which in general pra. 
vent the sale of United States products and for an end to anti-U.S. discriminatory 
treatment. 


lL. Activities to be undertaken in fulfillment of this recommendation are: 


(a) Developing and maintaining close working relationships with 
governmental officials who have responsibility for commercial 
policy, exchange control and licensing operations. 


(b) Utilizing presence at public functions through speeches as 
well as informal approaches to impress upon other government ase 
officials the importance which the United States attaches 
to the elimination of governmental obstructions to American 
exports to that country. 


(c) Utilizing whenever appropriate calls on foreign government 
officials to emphasize U.S. interest in non-discriminatory engage 
treatment and the removal of restrictions which prevent the 
sale of U.S. products. Ll. «& 


(d) Utilizing calls made in conjunction with individual cases to ( 
press for general removal of restrictions on U.S. goods. 


(e) Actively following up on the positions taken by the U.S. at 
international conferences, such as the GATT. 


(f) Seeking the fullest exploitation of provisions beneficial to 
U.S. trade contained in FCN or other treaties or agreements. 


Se This is not a new activity but it may require additional emphasis. 


Je These activities are covered by various sections of the Foreign Service Manual 
SUNGARY RECOMMENDATION 7 
Do what is possible to bring about the use of United States standards and specificat ( 


so that United States business establishments may compc*te more effectively. 


Ae Activities to be undertaken in fulfillment of this recomnendation are: 


(a) Periodic discussions with appropriate government, industry (1 
and trade yroups to invite attention to new developments 
and to cite advantages in using U.S. standards, etc. 
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(pb) Urge American business visitors and industry specialists to explain to important 
trade and industry groups and end-users of industrial eyuinment, the economi 
service, and related advantages of using U.S. standards and specifications in 


particular instances. 





— 
Q 
~~ 


Distribute literature desiyned to identify and explain the use of U.S. 


dards and svecifications through libraries, universities and technical schools 























Dre and all other appropriate channels. Disseminate technical informati 

y United States industry and products throurh all available media, su ress 

; releases, trade publications in the language of the host country, motion 
picture films, etc. 

(d) Make available standard American specifications, particularly at the time bid 
specifications are being assembled. This information may result in a pre- 
ferred position for American merchandise when offers are called for. 

2 This is a new activity. 
3 A new subsection will be needed in Section 600 of FSM. 
SUMMARY RECOMMENDATION 
ingage in institutional promotion of American products. 
1, Activities to be undertaken in fulfillment of this recormendation are: 

(a) Identify governnent and industry officials who are responsible for 
decisions concerning the purchase of American or other foreign goods, and 
acquaint these officials with the advantages of American products under 
consideration at any time. 

(b) Develop working relationships with trade and industry associations thr 
which institutional promotion can be undertaken. ‘here such trade and 
industry associations do not now exist, consider the feasibility of es- 
tablishiny these or something comparable, 

(c) Demonstrate by personal example and to the extent feasible, an awareness 

nual of, and enthusiasm and preference for, U.S. products 

(d) Make tatements to the public and to trade contacts about U.S. products ani 
levclonnents likely to stimulate interest in the United States as a scurce 

' of 
ficat (e) Usec reial library and commercial officer quarters, and USIA faciliti 
to the extent feasible, for suitable display of institutional type ad- 


*, taking care always to assure the irnpartial character of such 


(9) Spe s vefore chambers of commerce and business and service grou: wit! 
a business nenbership base explaining U.5. traie policies and facts of 
trade between U.o. and the country concerned. 


55506 O—60———_17 
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(g) Issue where appropriate a newsletter to business people citing facts of 
trade between U.5. and the country concerned, information about new products 
American business visitors expected, inquiries received from U.S. firms 
interested in import, export, investment, licensing, etc. Direct atten. 
tion to the commercial library and invite use of its service facilities, 


(h) Prepare or inspire the preparation of news articles on U.S. trade with the 
host country for placement in trade journals of that country. 


It is recognized that Institutional Promotion is not an entirely separate 
program but is involved in other activities and would be implemented at 3. 
least in part by the carrying out of other recommendations. 


a This is a broadened activity. 


aii FSM 600 should be amended to cover this activity. 





Be act 
lists, 
SUMMARY RECOMMENDATION 4 
lead 
Give emphasis to the establishment and maintenance with officials in business and ( 
government in the assigned area of personal contacts of a broad and inclusive 
character. 
( 
‘; Activities to be undertaken in fulfillment of this recommendation are: 
(a) Develop all useful contacts in governmental and trade and industry circles ( 
which will assist in the promotion of U.S. exports. 
(bo) Maintain liaison with these contacts to exchange data, seek advice, direct 
inquiries, arrange appointments, etc. 
( 
(c) Invite potentially useful contacts to cooperate with the Foreign Service 
post through discussions at meetings, luncheons, etc., concerning the 
mutual advantages to be derived from such cooperation. ( 
z2 This is a broadened activity. 
2 Ti 
ee FSM 609 should be amended to.reflect the added emphasis to be given this 
activity. 3: OF 
SUMMARY RECOM ENDATION 
Where requested, exert diligence in finding suitable trading connections for United Travel 
States firms. seeking 
exports 
kis Activities to be undertaken in fulfillment of this recommendation are: problem 
(a) Develop through all appropriate channels, including trade associations, l. Ac 


chambers of comnerce, service organizations, and leading businessmen, 


(a 
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the names of firms which are qualified to represent US exporters; obtain 
background information with respect to these prospects. 


(b) Contact such firms personally when appropriate instructions or requests 
are received, to interest qualified local businessien in trade relations 
with specific US firms, 

2, This is not a new activity, 


3,  Seotion 619 of FSM covers this activity. 


SUMMARY RECOMMENDATION 6 





Be active in making available to the local business community catalogues, price 
lists, descriptive data, advertising and other promotional materials. 


1, Activities to be undertaken in fulfillment of this recommendation are: 


(a) Establish and maintain a file of such data for ready consultation in 
the commercial reading room, 


(ob) Publicize, on all suitable occasions, the availability of such commercial 
data at the post. 


(c) Specifically invite all US businessmen operating in the post's area of 
responsibility, as well as local agents, representatives and distributors 
of US firms, to supply suitable promotional material for use in the com- 
mercial reading room as an adjunct to the agency index file. 


(d) Arrange for appropriate displays of all such suitable material at local 
showings, industry meetings, .conventions, local fairs, etc. 


(e) Cooperate with USOM and USIS in generating publicity regarding such 





data. 
nis is not a new activity. 
2. T tan activity 
3. FSM 600 should be amended to cover this activity. 
SUMMARY RECOMMENDATION 7 
Travel extensively in their districts for the purpose of developing contacts and 


seeking out trade opportunities which would be helpful in promoting United States 
exports, At the sane time, the Foreign Service Officer should be alert to identify 
problem areas and suggest remedies. 


7 


l, Activities to be undertaken in fulfillment of this recommendation are: 


(a) Schedule travel on a systematic basis to all of the important trade 
and industrial centers of the country, as well as to selected areas of 
lesser importance which represent potential business for the 'nited States. 
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(b) Make at least two visits a year to each important commercial and industria) 
center outside the immediate city of residence. 


(c) Make particular effort to be present at trade and industry exhibits usefy] 
in establishing contacts and encouraging additional export business, 


(d) Be alert to identify failure of U.S. products to give satisfaction or to 
appeal to foreign buyers, and develop suggestions for correction, 


2. This is a broadened activity. 


3. FSM 600 covers this activity. 
SUMMARY RECOMMENDATION 8 


To the extent practicable, be present at bid openings where United States firms are 
involved to gather information and to demonstrate the interest of the United States 
Government in these events. 


nm 


ie Activities to be undertaken in fulfillment of this recommendation are: 


+ 
(a) Develop and establish useful working contacts with officials of agencies 
in government departments regularly calling for bids, or with officials 
of firms which also seek bids. 
(b) Develop ready access to releases of information bearing on government 
purchasing plans, bid procedures, and related matters. eae 
and a: 
(c) Identify all bid opportunities and decisions in which US business has an 7 
interest. ae 
fe This is a new activity. 
>, A new section in the FSM will be needed to cover this activity. | 
SUMMARY RECOMMENDATION 9 : 
Assist actively trade missions and trade fairs, and fully exploit the trade promotion 
and contact opportunities afforded by their presence. | 
is Activities to be undertaken in fulfillment of this recommendation are: 
a 4 


(a) Assure that foreign government trade promotion officials, chambers of 
commerce, and trade and business associations are aware of the JS exhibit 
and trade mission programs and the opportunities they afford for pro- : 
moting trade. 


(bo) Participate fully in the planning of either exhibits or missions based on 
a broad and intensive survey of the economic and business needs of the 
country. 
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(c) Participate fully in the operations of either exhibits or missions to 
develop thoroughly the contacts made by these operations. In the case of 
trade missions, assure that an officer from the Embassy accompany the 


, mission full time during its program and that consular commercial officers 
participate where appropriate. 


(d) Record each trade, investment, or licensing opvortunity developed through 
trade missions that appears to have a potential; follow up personally or by 
letter each such opportunity and contact made to assure results or to 
ascertain the reasons results were not achieved. 


(e) Discuss with trade missions their recommendations with respect to com- 
mercial policy changes deemed essential to effect a greater flow of US 


goods to the market, and the missions’ suggestions for bringing these 
changes about. 


(f) Disseminate the business proposals presented through each trade mission 
and make every effort to satisfy these expressions of interest on the 


part of US firms, notifying each US firm by letter concerning the action 
taken. 


-. This is not a new activity. 


3. No change in the FSM appears to be required. 
SUM‘ARY RECOMMENDATION 10 


In those posts where U.S. trade centers are established, lend energetic support 
and assistance, and provide policy guidance. 


1. Activities to be undertaken in fulfillment of this recommendation are: 


(a) Recommend composition and operational details of the center located in 
his official jurisdiction. 


iz e center broadly, using all available facilities, including 
those of USIS, to this end. 


(c) btain collaboration of local US businessmen and any organization they 
may have, to fully ex»loit the center; utilize contributions of time and 


an labor, where these elements are useful and available on a voluntary basis. 


(d) Cooperate with United States official and private business representatives 
sent from Washington to assist in operating the center. 


2. This is a new activity. 


it are : 
3. A new section in the FSii is required. 


on 
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SUMMARY RECOM ENDATION 11 


Be responsible for the maintenance and operation of commercial libraries and for 
making known the need for effective libraries. 


a Activities to be undertaken in fulfillment of this recommendation are: 


(a) Determine by careful review of commercial library inventory its adequacy in 
the light of the industry, commodity, and other special characteristics of 


the area's economy and the demands made upon the library for trade 
promotion. 


(bo) Request up-dated and new materials, including directories, government 
publications and statistical materials, trade and professional journals 


and publications, etc., that appear to have usefulness in promoting trade 
with the United States. . 


(c) Train employees who will be using the commercial library as part of their 
regular assigned duties in consulting with American and local businessmen, 
to assure their competence as library assistants who can usefully research 
the facilities available. 


(d) Establish channels for appropriate exchanges, loans and referrals by 
developing working relationships with local government officials, banks, 
trade associations, and industrial educational and service organizations, 


(e) Publicize regularly the facilities and purposes of the commercial library 
in speeches, newsletters, announcements at business meetings, etc., to 
promote library use as a trade promotion vehicle. 


x This is not a new activity. 


3. No change in FSM 600 is required. 
SUMMARY RECOM THNDATION 12 
Identify potential customers or sources of supply for specific business 
representatives. 
Ls Activities to be undertaken in fulfillment of this recommendation are: 
(a) Develop channels for the exchange of information designed to achieve this 
objective by establishing and maintaining mutually profitable working 


relationships with trade associations and barks and with leading reliable 
businessmen in all commercial and industrial centers of the area. 


(bo) Establish and maintain current working files so potential customers, dis- 
tributors, sales representatives, and other-trade contacts can be readily 
identified for U.S. firms in all cases where it is believed that business 
will result. The files will include data from trade lists, World Trade 
Directory reports, the agency index, etc. 





In sp 
elimi 


Be pr 
tion 





(c) 
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Disseminate information’ through all local media devoted to selling the ser- 
vices available and emphasizing the advantages of using these services in 
establishing trade relationships with American firms. 


2, This is a broadened activity. 


3, FSM 600 needs no revision. 


SUM’ARY RECOMMENDATION 1 





In specific cases where a possible sale of an American product is involved, assist in 
eliminating any obstruction imposed by the foreign government. 


1. Activities to be undertaken in fulfillment of this recommendation are: 


(a) 


(f) 


2, This 


Developing close working relationshins with foreign government officials 
handling trade controls and licensing operations so that continuous efforts 
can be made to eliminate obstructions before individual problems develop. 


Developing close working relationships with local businessmen handling 
American products so that they will lend their support to approaches to 
local government officials in the interest of removing specific obstruc- 
tions to the sale of U.S. goods. 


Initiating the formation of special American Chamber of Commerce committees 
(or equivalent groups) to deal with problems of discrimination and 
restrictions. 


Presenting or assisting in the presentation of individual meritorious cases 
where governmental obstructions impede or prevent the sale of U.S. products. 


Being constantly alert through close association with commercial officers 
of countries which are major competitors of the United States to any 


preferences in licensing to such competitors. 


Rendering personal service to visiting American businessmen in seeking to 
remove government hindrances to sales of U.S. products. 


is a broadened activity. 


3. These activities are covered by various sections of the Foreign Service Manual. 


; 
SUMMARY RECOMMENDATION 14 


Be prepared to give guidance to American businessmen, as requested, in the prepara- 
tion and presentation of proposals which will lead to the sale of American products. 


1. Activities to be undertaken in fulfillment of this recommendation are: 


and explain the marketing and distribution practices and facili- 
ties employed in the area with reference to the comrodities or industries 








260 





FOREIGN COMMERCE STUDY 


involved in the request;. explain known local and national bias factors whig, 
are significant and may have a bearing on the proposal; identify private 
consulting services where required. 





Encot 
(b) Advise with respect to advertising techniques and advertising media availab), can | 
(c) Review draft documents presented by the U.S. visitor and make appropriate l. 
suggestions for helpful additions, deletions, or amendments. 
ae This is not a specifically assigned activity and is not generally practiced, 
Je FSM 600 should be amended to cover this activity. 
SUMMARY RECOM ENDATION 1 
Schedule appointments with private local businessmen and government officials in 
advance on request of American businessmen visiting the post. Upon request, officers 
engared in commercial activity should accompany American businessmen on their 
appointrients, if such action is feasible and the post has been advised by the Depart. 
ment of Commerce that courtesies should be extended to the individual, or the Foreign \ 
Service Officer involved believes such action would be appropriate and helpful to 
the promotion of United States exports. 
a 
l. Activities to be undertaken in fulfillment of this reccmrendation are: 
3. | 
(a) Develop and maintain a roster of useful contact points in trade associa- 
tions, ministries of comrerce, industry and trade, banks, market research 
organizations, advertising agencies, and similar trade and development 
organizations through which specific references to informed consultants 
may be obtained readily. } 
Assist 
(ob) Obtain and supply appropriate technical advice and guidance, within the promot 
limits of the post's competence, to American business visitors whose travel 
interests require or make such service advantageous, - 
ie A 
(c) Make available to American visitors World Trade Directory information and 
’ other pertinent background data on local firms in which they are interested, 
or with which appointments are sought. agency 
this r 
(d) Establish and operate an appointnents schedule which will produce maximum , 
benefits to tlhe US visitor, assuring at the sare time that the hours 2. T 
available to post personnel are used advantageously considering total : 
demands, and avoiding conflicts with other scheduled activities. a, 
m 
26 This is a broadened activity. . 
3. FSH 600 should be revised to give effect to the broader activity provided for 
in this recom.endation. s 
° vroup | 
rejuirs 
Feb. 1, 
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SUIDIARY RECOMMENDATION 16 





» 
) Encourage American businessmen to meet with local trade groups and to do what they 
ean to encourage local acceptance of United States products in general. 
1 Activities to be undertaken in fulfillment of this recommendation are: 

(a) Establish and maintain close contact with American businessmen in the 
area to develop data concerning their commercial interests and competence, 
and record these data for use in trade promotion activity. 

(b) Encourage American businessmen in the area to speak about US products and 
new developments in their trades or industries, etc., with appropriate 
local trade or industry groups. 

(c) Urge Anerican businessrien in the area to arrange for useful dissemination 
of literature and sales catalogues; to schedule displays and showings of 
samples, etc., of American products. 

rs 
(d) tilize any special knowledge or competence of business visitors from the 
+ : ‘ . : : : 
ce JS to further the introduction and dissemination of information leading 
om | to a broader interest in and appreciation of US products or technology. 


) 
3 
> 


his is not a new activity. 


3 FSM 600 should be amended, 
° 





a 
a 
-_ 
a 
c 
~ 
5 
Ps 
= 
a 


promotion of travel to the United States by cooperating with tourist 


promotion azencies, by distributing promotional material, and by evaluating the 








1. Activities to be undertaken in fulfillment of this recommendation are: 
. The progran for tourism to the U.S. is to be developed by another inter- 
sted ie : . ; e ° 1 . 
“ae agency committee. The activities of the Cormercial officer will be developed in 
this repard after the program is prepared. 
= 2. This is new activity. 
3. FSi! 600 should be revised to ref e new emphasis being placed on develop- 
ment of travel to the U.S. and rejuirements the added functions involve, 
B 
or q + io ‘ ; + vi . 
The recommendations on Reporting Activity have been re red to \Vorking 
Group VIII, Reporting, for inclusion in their Keport, witn such boration as is 





rejuired. 
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I. 
Report of Worki Grow 
INTRODUCTION acti 


This report endeavors to assess the current resources and future requirements 
of the Department of Commerce in its role as the agency of Government having central 
responsibility for service to business in the trade promotion field. A dynamic 
program of Government action and services to assist the expansion of privately con- 
ducted foreign trade requires some reorientation of present utilization of staff 
effort and significant augmentation of the resources of the Department of Commerce, 
This augmentation should proceed in a balanced way so that staffs in Washington and 
in the domestic field offices are increased proportionately as new tasks and services 
are ready to be performed. The timing of the staffing of Department of Commerce 
activities should take into account and be determined by the program of increased 
commercial work to be undertaken by the Foreign Service. In this way the Commerce 
effort may give full support to the Foreign Service programs and, correspondingly, 
make the best use of the improved output of the Foreign Service. 


The short time available to the Working Group has made it difficult to assess 
with precision the adequacy of resources at home except in the firm conclusion that 
they are not the full measure of what the nation requires. 


Objectives 


It is considered to be in the national interest that an expansion of U.S. 
commercial exports be achieved to: 


1. Maintain the U.S. position of leadership in international trade; 

2. Assure for American industry its share of the expansion of 
market opportunities in the industrially developed countries 
of the free world; 

3. Participate to a greater degree, on a commercial basis, in less 
developed countries; ' 

4. Take advantage of opportunities for both large and small 
business to increase their sales abroad and thereby add 
to the growth of the economy; 

5. Strengthen the balance of payments position of the U.S. to 
permit its continued liberal access to supplies from abroad; and 

6. Counter the Soviet Bloc trade drive in underdeveloped and 
politically uncommitted countries. 


Although private business and industry should, as traditionally in the past, 
bear the principal responsibility for a more vigorous export effort, the Department 
of Commerce should play a key role in the Government's responsibility to support 
private enterprise in this underteking and appropriately stimulate and assist the 
activity of private enterprise. This support should be given to the whole range of 
the American business community. The new and improved services being recommended 
are important to large experienced corporations, but they are prerequisites of 
success to the small and medium-size businesses which increasingly should take part 
in the expansion of American exports. Hence the Department of Commerce should design 
its program to meet current and anticipated needs of the whole roster of American 
business. In augmenting its human resources, the Department of Commerce and its 
Field Offices should seek imaginative, enthusiastic and resourceful staff members, 
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eager to assume their responsibilities and opportunities in export promotion. 


I. SUMMARY RECOMMENDATIONS 


Major recommendations with respect to the Department of Commerce trade promotion 
activities in the United States are: 


1. Inauguration of a national endeavor to stimulate interest of U. S. firms in 
export trade. This will require the combined energies of the Washington- 
based staff, the Department of Commerce Field Service located in major 
trading centers of the United States, the Foreign Service overseas and other 
U. S. Government agencies. (Timing: This program can be inaugurated 
immediately and effective use made of some additional personnel in F.Y. 1960. 
A full-scale effort can be achieved during F.Y. 1961.) 


2. Designation of the Bureau of Foreign Commerce as the central directing and 
coordinating unit within the Department of Commerce for the export program. 


3. Increasing services to American business by: 


(a) Inaugurating selective programs of commodity-industry reports on 
market potentials for specific U. S. products. (Timing: Pre- 
liminary planning for this work can be initiated in F.¥. 1960 and 
some additional personnel utilized. A major portion of the program 
could be undertaken in F.¥. 1961. The full-scale program should be 
achieved during F.Y. 1962.) 


(bo) Providing economic and trade data regarding foreign countries as 
merkets in a form more directly usable in the export trade 
promotion. (Timing: Some additional personnel could be effectively 
utilized during F.¥. 1960. A major portion of the program goals 
could be achieved by F.Y. 1961 and the remainder during F.Y. 1962.) 


(c) Undertaking a broad-scale program designed to improve existing 
services and technical aids for exporters, and inaugurating a 
number of new basic services detailed in Section "V. Recommendations". 
(Timing: This progrem can be started immediately and effective 
use made of some additional personnel in F.Y. 1960. A major portion 
of the program could be undertaken in F.Y. 1961 with the remainder 
completed early in F.Y. 1962.) 


4, Expansion of the program designed to promote travel to the U.S.A. 
(Timing: This program can be inaugurated immediately with effective use 
being made of some additional personnel in F.Y. 1960. A full-scale program 
can be achieved during F.Y. 1961.) 


ww 
. 


Increased personnel will be needed, it being understood that any such 
increase shall give full consideration to the principle of proportion as 
regerds (a) staff augmentation and reorientation of activities within the 
Department of Commerce and its field offices, and (bo) the Foreign Service. 
A balanced domestic and overseas effort designed to expand U. S. exports 
is required. 
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(Note: The Department of State and Bureau of the Budget repre- 
sentatives on this working group have not made determinations with 
respect to numbers or steff structures which the Department of 
Commerce believes necessary for the discharge of its functions in 
this recommended program. It is assumed that the budget for F.Y. 
1961 now pending before Congress will permit the export promotional 
function of the Department of Commerce to be placed on a reasonably 
adequate basis for the current level of operations, but that it does 
not provide adequate staff for major new types of services. ) 


II. BUDGETARY IMPACT 


This report contemplates significant additions to present Commerce resources 
devoted to export trade promotion. A portion of the additional staff time should be 
made availeble by redirecting the efforts of present personnel. In addition, the budget 
submitted to Congress for F.Y. 1961 provides for substantial augmentation of Commerce 
resources in the business services area. However, funds over and above those presently 
budgeted will be required for the major functions discussed in the body of this report, 
The Working Group has not had time to undertake the detailed review necessary to reach 
conclusions regarding the precise number of additional positions required for each 
category of work. An estimate of the number of positions which the Department of 
Commerce believes necessary to implement a program along the lines recommended in this 
report has been presented by Commerce representatives and is reproduced in this section, 


Commerce will undertake to prepare detailed budget estimates and justifications 
and will submit them to the Bureau of the Budget for review in accordance with 
established procedure. These estimates should reflect program and staffing proposals 
made by this and other Working Groups. It is particularly important that additions 
to Commerce staff be properly related to commercial staff in overseas posts, both 
with respect to timing and to ultimate program balances. 


The Group recognizes the importance of getting this program underway as 
rapidly as possible. The shortage of qualified personnel, the need for training 
both existing and new staff, and the necessity to correlate Commerce resources with 
overseas resources all argue against attempting full implementation before the end of 
F.Y. 1962. However, F.¥. 1961 should see a substantial effort underway in each major 
category of the program. Certain activities could get under way immediately, if funds 
were available. These include regional conferences with exporters and potential 
exporters and the orientation of existing staff to new program objectives. A modest 
emount of funds, perhaps $50,000, could produce significant results during the re- 
mainder of the current fiscal year. 
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DEPARTMENT OF COMMERCE 
Trade Promotion Activities a/ 


: : : Proposed 3 : 
: Present : F.Y. 1961 : F.Y. 1961 : Operative : 





:_1/1/60__: Budget : Incl.Suppl. _: Program :; 
1. Recruitment of trade pro-_ : : : ; ; 
motion personnel : 0 : 0 : 4 : 3 
2. Training of trade promo- : : ° 
tion personnel : 2 : 3 : h : 6 
3. Management, guidance and : 
liaison with Foreign Ser- : : : 
vice : 14 : 19 : 25 . Lo 
4, Stimulating interest of : : : 
business in exports : 5 : 6 : 8 ‘ 8 
5. Industry and commodity re- : : : 
search : 39 : 39 : 88 : 130 
6. Regional and local export : : ‘ 
trade promotion : 116 : 138 : 182 :. 205 
7. Services and technical aids : : : : 
for exporters Poy : «93 : 16 : hb 
8. Development, analysis and : : ‘ 
distribution of trade in- : : : 
formation : 98 : 125 : hh : 250 
9. Promotion of foreign travel : : 8 : 
to the United States : 3 : 5 : 8 
ciarncieinemniemeeg pense nag tee ee 


a/ Excludes trade missions and trade fairs 
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III. PRESENT SITUATION 


des: 

The export promotion activities of the Department of Commerce have been 1 
established to meet the major portion of the Department's statutory responsibility . 
to promote the foreign trade of the United States. The promotional services of the 
Department are undertaken within the context of a free enterprise economy and are the 
not related to that sector of foreign trade conducted by the Federal Government, can’ 
e.g. disposal of agricultural surpluses, barter for strategic materials, provision whe: 
of military equipment, etc. Thus, as presently constituted the Department services on 
to business are designed primarily to provide information relating to domestic and end 
foreign trade and to facilitate commerce. Activities have been primarily factual, tar 
analytical, and of a service character rather than advisory with respect to foreign Sec: 
commerce. Upon request the Department, however, provides counseling service re- For 
specting foreign and domestic business conditions and comments upon specific export abr 
problems or proposals, and also undertakes assessment of the economic outlook at 
home and abroad. In the recent past, except with regard to defense mobilization 
facilities -- in part a carry-over of the Korean conflict -- the Department has not in | 
actively urged either in specific or general terms that U.S. industry enter into fun 
competition for export markets, or venture into new business activities either at Eco! 


home or abroad. Decisions to trade, invest, undertake joint enterprises, assume pri 
contracts, arrange marketing, etc., have been regarded as entirely matters for fun 
private business judgment. The Department's role has been one of facilitation. 


The Department's present functions in promoting foreign trade are conditioned 
by this "facilitation" concept. Under current policy directives, the Department 
limits its export promotion activities to the provision of information and advice, 
expecting that private U. S. business interested in foreign markets will take 
advantage of the facilitative services. 


tra 


The Department's program for export trade promotion at present, therefore, 
does not have associated with it the same sense of pragmatism, urgency and national 
purpose which has characterized the post-World War II export drives of the U.K., 
Japan, Germany or Italy. The Department's export promotion effort has been based 
primarily or almost entirely upon the premise that export markets were in many 
instances profitable and that facts respecting these foreign markets should be 
communicated to U. S. private business, and that as a consequence business trans- 
actions could be expected to be consummated. The Department of Commerce has 
attempted to communicate pertinent trade information as widely throughout the 
United States as existing facilities permitted, but the Department has not 
attempted to urge export operations on the part of U.S. private business as being 
in the interests of national policy. 


Structure 


The export promotion activities of the Department of Commerce are now carried 
out in three organizations: 


1. Bureau of Foreign Commerce 
2. Business and Defense Services Administration 
3. Field Service 


The functions and operational methods of these organizational units are 
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described below: 
1. Bureau of Foreign Commerce (BFC 


The Bureau of Foreign Commerce fosters and promotes foreign transactions of 
the United States - exports, limports, capital investment, travel and other signifi- 
cant elements in international business transactions. It provides a mechanism 
whereby the experience of American business may be brought to bear in the develop- 
ment of U. S. Government policies and programs relative to foreign trade. To this 
end it cooperates in international forums concerned with economic trade, investment, 
tariff and foreign exchange problems providing staff support to the Assistant 
Secretary of Commerce for International Affairs. It also participates with the 
Foreign Service in protecting American business interests and commercial treaty rights 
abroad. 


At the present time it is estimated that 195 out of a total of 261 man-years 
in BFC are concerned primarily with export trade promotion. The export trade 
functions of BFC are performed primarily in two organizational units, the Office of 
Economic Affairs (OFA) and the Office of Trade Promotion (OTP). ‘The OFA is organized 
primarily on 46 country-desk basis, whereas OTP is organized along the specific 
functional lines of its export trade service. 


The Office of Economic Affairs is responsible for the following specific foreign 
trade promotion functions: 


(a) Developing and disseminating pertinent information respecting 
economic conditions in foreign countries; 


(>) Maintaining current information respecting foreign laws and regulations 
affecting business; commercial laws and regulations, financial controls, 
tariffs, quota restrictions, cartels and similar governmental ond private 
regulation of trade, also providing information regarding planned 
economic development overseas and other general developments abroad 
thought to have an impact on opportunities for trade. 


(c) Providing consultation services for U. S. firms interested in foreign 
markets, private foreign investment, and other business ventures 
abroad. 


(d) Developing proposals for U.S. Government action affecting U.S. exports 
and export opportunities including proposals for approaching foreign 
governments relative to libernlization of trade policies. 


(e) Refining and publishing trade statistics on U.S. foreign trade; assess- 
ments of the foreign trade of other countries; and analyzing these data 
to assess both current and long-term trends. 


(f) Analyzing and publishing information regarding foreign economic 
conditions, including assessments on a regional basis which are 
helpful to those conducting U.S. export trade. 


(g) Preparing and publishing information regarding foreign laws, regulations, 
and procedures affecting private business overncas. 


55506 O—60 18 
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(h) Providing on request consultation services and advice to U.S. 
exporters. 


In discharging the foregoing functions, the Bureau of Foreign Commerce draws 
extensively upon the information gathering and other resources of the American 
Foreign Service. 


The Office of Trade Promotion is engaged in the dissemination of specific 
information to U.S. business respecting foreign trade markets, sources of supply and 
sales and investment opportunities. The nature of its export promotion functions is 
evident in the names of the following OTP divisions: Trade Development Division, 
Commercial Intelligence Division and the Business Relations Division. 


The Trade Development Division operates the trade opportunity service, the 
principal features of which are: 


(a) Publishes foreign trade leads in the Foreign Commerce Weekly (a BFC 
publication); disseminating them otherwise, e.g. by press releases 
and through trade journals. 


(bo) Develops new sources of trade leads to supplement existing Foreign 
Service sources, e.g., U. S. trade missions, U. S. and foreign 
trade journals, interviews with U. S. and foreign business travelers. , 


(c) Participates with ICA in developing procedures relative to foreign 
projects which will provide U. S. business full opportunity to 
participate. 


(a) Seeks to increase opportunities for U. S. firms to bid on foreign 
government contracts by pressing for adoption of U. 8S. specifications 
as equivalents on foreign projects, adoption of realistic lead time 
on projects so that U. S. firms may bid on large-scale projects, etc. 


(e) Follows up business opportunities developed by Trade Mission 
activities abroad, directing them to U. S. business interests. 


(f) Sends to Foreign Service posts appropriate business directories, 
publications, house organs, and display material for use in stimulating 
foreign interest in U. S. products; and 


(g) Participate with business marketing analysts on an experimental basis 
in developing and using market indicators and other new marketing data. 


The Commercial Intelligence Division is responsible for operating the World Trade 
Directory Service and the Trade List Service, maintains the Exporters Index, and pro- only 
vides service to U. S. business on trade disputes. The export promotion services of 
the Commercial Intelligence Division are as follows: 


5 


(a) World Trade Directory Service - provides reports for U. S. firms on ~— 
the nature of the business, credit worthiness, financial history, volume 

of business, sales organizations, agency arrangements, etc., of foreign limi. 

firms with which U. S. entities may wish to do business. Expel 
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(b) Trade List Service - provides lists of foreign firms, organizations and 
entrepreneurs doing business in specific industries or commodities, for 
the purpose of providing potential foreign customers or business connections 
for U. S. companies. 


(c) Trade Contact Survey - supplies, on a selective basis, the name or names 
of firms or viduals who have expressed an interest in serving as 
possible foreign trade connections for a specific article, commodity or 
line of goods as requested by U. S. business ingquirers. 


(a4) Prepares and publishes reference publications of value to U. S. entities 
engaged in foreign trade, e.g.: 


Director of Foreifn Development Organizations 

Foreign Government Purchasing Agencies 

Sources of credit inrormation on Forel Firms 

Sources of iniormation on American firms 

K Guide to Foreirpn Business Directories 

Sources of Information on Business Firms in Non-Cont: 
Areas of the United States 

Enployment Abroad - hererence Sources 





(e) Maintains information and provides assistance to U. S. firms in protecting 
their foreign industrial property rights; issues publications regarding 
foreign laws relating to patents, trademarks, etc. 


(f) Provides guidence and advice to U. S. fimns engaged in trade disputes; 
and analyzes causes of such disputes thus to assist U. S. businessmen in 
avoiding pitfalls and as consequence enhancing the general reputation of 
U. S. business. 


The Business Relations Division performs these functions: 


(a) Maintains lieison with trade associations, Chambers of Commerce, banks and 
other business service organizations to assist them in their trade promotion 
work on behalf of their members or clients. 


(vb) Develops appointments and advisory services for visiting business officials, 
arranging meetings with BFC, BDSA and other Government entities which can 
assist American business, 


(c) Through a Speakers Bureau, arranges for Conmerce Department officials to 
participate in business meetings and discussion forums, 


At the present time the liaison function with American business is carried on in 
only e@ rudimentary way owing to lack of staff, 


In the foregoing functions, the resources of the Foreign Service are extensively 
drawn upon. 


The export promotion services described above are now being performed by BFC on a 
limited budget. The total staff of the Bureau financed by the regular Salaries and 
Expenses appropriation has been reduced by 10% during the current fiscal year and by 
roughly an additional 10%) from the F.Y. 1959 level. Im addition, commodity staff 
specializing in foreign trade work has declined since 1950 from approximately 115 to 
39 man-years. In overall terms, therefore, since 1950 this has been a net reduction 
in the Washington-based staff of the Department concerned with foreign commerce from 
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approximately 438 to 300, or roughly 30%. The increased budget for F.Y¥. 1961 now 
pending before Congress, plus a recasting of direction of effort, would permit the 
export promotion function of BFC to be placed on a reasonably adequate basis for 
current types and levels of operations, but would not provide adequate resources 
for substantial augmentation for major or new types of services. 


The situation of general weakness in the Commerce export promotion services 
is the direct result of concentration, starting with the Korean war, upon 
regulatory and other responsibilities in the domestic commerce field and recruit- 
ment of personnel oriented to the domestic rather than the foreign side of commerce, 
These factors, taken in conjunction with successive reductions in BFC's budgets, 
have resulted in the present Commerce posture of "passive" export service. Low 
priority has been accorded export promotion during the post-war period because: 


(a) Until recently the world-wide sellers market alone was able to 
produce an increasing volume of U. S. export sales. 


(>) The dollar-gap in external accounts of friendly foreign countries, 
e.g. the excess of their dollar purchases, made increased U. 8, 
imports from them appear desirable. 


(c) U. S. foreign aid programs constituted a significant non- 
commercial, and often non-competitive, source of exports; and 


(ad) U. S. business seemed not interested in exports and was not vocal 
in demanding more trade promotion services. 


The unusually favorable conditions respecting U. S. foreign trade which pre- 
vailed during much of the post-war period are no longer present, but the resources 
of BFC have not been increased in response to these changing conditions. Increased 
emphasis on export promotion would find BFC inadequately prepared to meet the re- 
quirements of U. S. business for assistance in conducting private trade under the 
altered world trading conditions. 


Promotion of International Travel 


The promotion of international travel by the Government is a responsibility of 
the Department of Commerce and operating functions have been assigned to BFC's 
Office of International Travel. Until recently the travel program has been oriented 
almost exclusively toward the promotion of foreign travel by Americans, primarily in 
the interest of improving the foreign exchange position of friendly countries. More 
recently, however, the major effort has been in support of the "Visit USA 1960" 


program. 


The staff of the Office of International Travel has never been very large, and 
at the present time numbers six, including clerical personnel. The promotional 
functions of the office call for close working relations with U. S. and foreign 
travel groups, and in securing appropriate official U. S. Government support for 
private travel promotion efforts. In addition, the office participates with U. 58. 
Government agencies and foreign government entities in facilitating international 
travel by securing adoption of simplified documentation and other procedures govern- 
ing the movement and entry of tourists, their baggage, etc. The office also prepares 
and publishes official U. S. Government statistics on travel to and from the United 
States. 
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The "Visit USA 1960" program is the focus of staff effort in the Office of 
International Travel at present, and, even with the present limited staff, progress 
is being achieved. However, additional staff would materially add to the impact of 
this program. The “Visit USA 1960" program is subject to the general direction of 
an interagency committee. 


2, Business end Defense Services Administration (BDSA) 


The Business end Defense Services Administration is the agency in the Department 
of Commerce devoted to problems of business and industry, with special emphasis on 
domestic business and defense activities. Its staff is made up largely of personnel 
transferred to it in 1953 upon its creation from the National Production Authority, 
the emergency production agency set up to meet problems encountered during the Korean 
conflict. In BDSA there are 25 industry divisions, some of them dating back to the 
creation of the Bureau of Foreign and Domestic Commerce in 1912 and continued in 
each successor domestic commerce agency of the Department. Responsibility for 
commodity and industry activities on a world-wide basis wes undertaken in 1950. 


With such a heritage it is understandable that the major emphasis of BDSA has 
been on problems of domestic commerce and defense mobilization. The Divisions in 
total have only a handful of people assigned full time to foreign work, and no one 
assigned full time to export promotion work. The foreign work is scattered among 
the 25 industry divisions, and is stimulated mainly by requests from industry or 
U. 8S. Government agencies. With the limited staff, there is no separation between 
domestically-oriented import impact activities and export trade promotion. 


It is estimated that 39 man-years out of 319 people now working in BDSA on 
industry and commodity matters are devoted to work related to export promotion. The 
F.¥. 1961 budget makes no provision for additional personnel for this purpose. 


At present BDSA is able to devote only limited staff time to creative work 
directed to exploration of new market potentials for U.S. products. In the past 12 
months 6 short market surveys were completed (6 more in process), each at the 
request of industry. In addition, certain bits of foreign market information have 
been included in more generalized reports published by BDSA, made available through 
press releases or publications in Fore Commerce We or provided American 
business directly or through trade associations, 


In contrast with BFC and the Field Service, both of which are deeply involved 
in export promotion, BDSA does not now have a general program under way in this 
field. ; 

Since an export promotion effort will perforce deal among other things with 
specific merchandise, and since BDSA is the agency within the Department of 
Commerce responsible for commodity information and advice on a world-wide basis, 
staff augmentation will be required for BDSA properly to discharge its responsi- 
bilities. These responsibilities are indicated in the outline of functions set 
forth below. Generally speaking, this outline restates recognized activities of 
BDSA, although many activities are not now performed in every industry division. 
In a fully operative program for export promotion these functions would be developed 
intensively and comprehensively, and coordinated with related activities of the 
Department and other agencies. ; 
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Certain trade promotion activities of BFC include consideration of commodity 
date and other information on specific industry problems. In many such instances 
BDSA currently provides staff assistance to BFC. These activities include con- 
sulting with individuals or business entities interested in foreign markets; pre- 


paring data for Trade Mission use; and following wp business opportunities developed 
abroad, directing them to U. 5. business interests. 


Preperation of Market Surveys: 


Personal contacts with present and potential exporters, and the analysis and 
dissemination of information relating to eS export opportunities are proposed 


es fundamental functions of BDSA particip ean expanded export development 
program. These fimdamentals are reflected in the following functions now performed 
by BDSA on a limited basis. 


Personal Contacts: 
(a) Providing U. 5. business with export trade data by specific commodity. 
(>) Assisting in the solution of problems dated with specific or 
proposed export transactions in connect: with styling, quality, 
packaging, servicing, competition and similar considerations. 


(c) Providing foreign visitors with information on‘U.8. products and 
their availability in the U.S. 


(a) Aiding U.S. business in the utilization of information on foreign 
market characteristics. 


(e) Participating as commodity expérts in international conferences, 


Preparation of reports and publications ‘ 


(a) Compiling commodity/industry market studies basic to export trade 
activities and appraising demand-supply relationships abroad. 


(bd) Developing marketing aids for specific products to assist U.S. 
business in expanding sales abroad. 


In carrying out the foregoing functions, BDSA draws extensively on the 
information-gathering and other resources of the U.S. Foreign Service. Expansion 
of such activities would require continued use of the Foreign Service as well as 
close coordination with BFC. 


3. Office of Field Services 


It has long been recognized both in government and in business that in 
dealing with the business public there are a number of advantages to providing 
services on @ regional level. For this reason, most organizations, public and 
private, strive to decentralize their activities to the greatest extent possible, 
This principle is followed by the Department of Commerce. 
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The Office of Field Services is strictly a service agency designed to assist 
American business on the regional level. It administers no laws and engages in no 
analytical or research activities. Since its establishment in 1913 it has been 
engaged in trade promotion, foreign and domestic. It has always had a special 
responsibility in the field of foreign trade by reason of the unique position it has 
held as the sole government agency operating on a local basis as a source of inform- 
ation and practical assistance on all phases of international trade. 


The present field organization consists of thirty-three field offices located 
in important commercial ond industriel centers. Although organized as a separate 
and distinct unit under the supervision of the Assistant Secretary for Administration, 
the Office of Field Services is responsible for executing the field programs of the 
Bureau of Foreign Commerce, the Business and Defense Services Administration and the 
Office of Business Economics. It also acts as the disseminating agency for the 
reports and statistical data of the Bureau of the Census. In carrying out these field 
programs the field offices are, in effect, part and parcel of the primary units they 
represent and close liaison is constantly maintained to attain agreement on policies, 
practices, procedures and functions. 


The field offices are responsible for providing direct service on almost every 
important aspect of export, import and foreign investment business. In executing 
this responsibility the field offices, mainly on the basis of inquiries and requests, 
serve business by: 


(a) Assisting in establishing foreign market connections by furnishing: 
Business information on foreign firms; trade, investment and 
licensing opportunities; foreign lists of buyers and suppliers; 
details regarding ICA financed procurement; and facts on competitive 
conditions abroad. 


(b) Counseling relative to documentation and foreign and domestic laws 
and regulations concerning: administration of U.S. regulations 
imposing import quotas; documentation of export and import shipments, 
covering both U.S. and foreign requirements; details of import 
licensing procedures in foreign markets; regulations bearing on the 
control of exchange abroad; tariff rates of foreign countries on 


specific American products; and U.S. export control licensing require- 
ments and regulations. 


(c) Disseminating economic and trade information: Facts regarding economic 
and trade conditions; statistical data relative to imports and exports; 
and information respecting international financial developments. 


(a) Consulting regarding investment and licensing opportunities and problems: 
Foreign licensing regulations and requirements; factors to be considered 
in the establishment of a branch plant abroad; and U.S. Government 
investment guaranty policies and procedures. 


The maintenance of proper business relationships is of utmost importance and this 
objective is sought by: 


(a) Developing close personal relationships with international traders by 
participating actively in meetings of foreign trade groups; 
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(b) Taking full advantage in every appropriate way of availability of 
Foreign Service officers on trade conference assignments; 


(c) Contributing to regular columns in trade papers and magazines under 
the field office by-line; 


(a) Participating in radio and television broadcasts; 


(e) Issuing press releases and special erticles concerning foreign 
trade; 


(f) Providing exhibit material relating to international trade at 
conventions and regional meetings, and placing exhibits in banks, 
airline ticket offices and similar other locations; 


(@) Maintaining eppropriate contact lists and indexes showing specific 
product interest; and 


(h) Utilizing the services of over 600 Chambers of Commerce and similar 
orgenizations as Department of Commerce Cooperative Offices in making 
the facilities of the Department available. 


In carrying out the foreign trade promotion program all field offices 
participate, although the volume of demands and the scope of local interest is such 
as to require the assignment of foreign trade specialists only to certain offices, 


The over-all resources of the Field Service have declined in recent years, and 
this, of course, has been reflected in the performance of all assigned tasks. In 
1950 the Field Service staff financed by the regular Salaries and Expenses Appro- 
priation totalled 405 positions, in ¢omparison with 286 positions at the present time, 
or @ reduction of 30%. 


At the present time there are 64 such foreign trade specialists in 26 offices ani 
this group works full time on foreign trade. The estimates now before the Congress 
for fiscel year 1961 provide for 17 additional foreign trade analysts. If granted, 
there will be a total of 81 foreign trade specialists in fiscal year 1961. The 
additional clerical and stenographic support would bring the total personnel con- 
tributing to the foreign trade program to 116 at present and 138 in fiscal year 1961, 
With this strengthening a good start can be made on the enlarged program under 
discussion. 


Increased numbers alone, however, cannot be expected to accomplish necessary 
improvement in field office work, and efforts should be made to up-grade positions 
in order to attract individuals having the capacity to undertake important contact 
work with American business. 


IV. EVALUATION 


The Department of Commerce presently performs a wide variety of export promotion 
tasks, many primarily for the benefit of U. S. industry generally or export-import 
trading firms, These services have been well received by U. S. business interested 
in export markets, The budget now before Congress for F.Y. 1961 will permit 
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these services to be performed more adequately but makes no provision for signifi- 
cant expansion or reorientation of existing programs. 


The major deficiencies in the Department's export promotion activities are 
these: 


le Over-all objectives formulated in terms of achievement of national 
policy g s are lacking. Consequently, there exists no sense o 


urgency or national purpose associated with export promotion. 


2. Eport facilitation services are performed essentially on a piece- 
meal basis. Trade leads as received from the Foreign Service are 
merely published. Information on foreign country economics and trade 
developments are published periodically, determined primarily by the 
receipt of material from the Foreign Service. Commodity market surveys 
are undertaken only sporadically. Field Service dissemination of 
published material received from Washington takes place in accordance 
with established distribution lists, and in response to unanticipated 
inquiries. Virtually no coordinated activity takes place to bring 
country information, commodity market data, and Field Service dis- 
semination efforts for the purpose of achieving practical results in 
promoting the export of specific U. S. products. 


3. Lack of resources available to Commerce coupled with the absence of 
insistent business demands for improved export services have resulted 
in acceptance by the Government and U. 5S. industry of inadequate 
service as constituting satisfactory performance. The criterion of 
make do s over the years eliminated the reference standard of the 


best possible service. 


The New Policy 


The premise of a new policy calling for a significant and sustained increase in 
U. S. commercial exports is that for the foreseeable future U. S. payments on current 
accounts are likely to be in excess of current receipts. National policy requires that 
our outgo, particularly for programs associated with economic development of less 
developed countries and for national security, remain high. Likewise, the national 


interest would not be served by gencrally limiting imports. Under these circumstances, 
increased exports have become a matter of public policy. 


* The experience of Great Britain, Japan, Germany and Italy, as well as that of 
lesser trading countries, points to a relationship between the level of exports and 
the degree of interest and support given to export promotion and facilitation by the 
Government. In the United States such Government interest and support has been 
minimal for the reasons cited earlier. However, no good purpose would be served by 
augmenting Department of Commerce services if business does not make use of these 
services to increase exports. Therefore, the new policy calls for greatly increased 
stimilation of business interest in exports, together with improved services to aid 
U. S. firms wishing to expand their export markets. 
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Necessary Resources 


The resources of the Department of Commerce to assist in successfully c 
out an export promotion policy should be evaluated in terms of both more eifective 
utilization of present resources by redirection of staff effort and in terms of 
responsibilities requiring additional resources. This Working Group has concluded 


that: - 


le 


3. 


’ 


The adoption by the Executive Branch of a policy calling for 
vigorous and sustained efforts to expand commercial exports would 
find the Department of Commerce unable to carry out fully its 
responsibilities in this connection; 


BFC and the Field Service have existing programs for the promotion 
of exports which could be augmented quickly with good effect. These 
at present are designed to service U. S. business firms already 
engaged in exports or which have decided tentatively to become so 
engaged. No program to initiate contact with business exists for 
the purpose of creating an interest in exports; 


BFC's publications program, trade promotion units and geographic 

desks provide a large variety of information useful to U. 8S. business 
firms having an interest in exports. On the present basis, this 
material is generally organized on © country basis, i.e., commercial 
laws of Country X, foreign trade of Country X, etc. However, a 
commodity service is not available comparable to BFC's country services; 


The commodity-industry work of the Department of Commerce is presently 
oriented largely toward domestic needs and does not effectively serve 
U. S. export sales activities; 


Export promotion efforts of the Department of Commerce at present 

rely to an undue degree on the distribution of publications. The 
issuance of publications should not be diminished, however, and 
doubtless can be augmented to good effect. Publications, however, 

are not a substitute for personal contacts as a means of creating 

an active interest in profitable export markets. Contact work 
orgenized on a systematic basis is needed and should meke full and 
coordinated use of country and industry specialists of the Department's 
Washington staff, foreign service officers on home consultation duty, 
and Field Service trade specialists; 


A Government-sponsored effort to increase exports can be materially 
eided by the conscious augmentation of the present "passive" trade 
services through the introduction of an "active" promotion progran. 
The essence of the “active” phase is contact work directly with U. S. 
business not now engaged in exporting. Such contact work can be most 
successful in stimulating new exports if the contact man or team brings 
concrete information and services of direct and practical value. 
Tllustratively, this means ascertaining by inquiry, research and re- 
flection the needs of the prospective exporter and preparing a pre- 
liminary "package" of possible new markets for his particular products. 
Such a "package" requires coordinated commodity market survey work 

end country information; and 
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7. The present Commerce budget for F.Y¥. 1961 is deemed inadequate to meet 
the needs of an expanded export trade promotion effort along these lines. 


y. RECOMMENDATIONS 


The detailed recommendations for resources, measures and procedures thought 
necessary to give full effect to an Executive Branch policy decision to expand exports 
are set forth below. Attention to these proposals for action on the part of the 
Government, however, should not foster the impression that efforts by the Government 
can be regarded as the principal new element to make possible the achievement of all 
objectives as regards exports. Obviously, the prerequisite for increased exports is 


increased sales effort by U.S. business. Knowledge of profitable foreign markets should 
provide en incentive. 


The recommendations made below have been developed within the context of a con- 
tinuation of a free enterprise orientation for U.S. domestic as well as foreign 


business. These recommendations also assume intensification of competitive conditions 
in world trade. 


The recommendations are these: 


1. Stimleting interest of U.S. business in exports. 


a. This objective is to be pursued by all available means, but especially 
by greater emphasis on personal contacts between the staff of the 
Department and business and trade association executives. To the 
meximum degree possible, business trade groups, banks, Chembers of 


Commerce, etc., would be urged and equipped to point out the oppor- 
tunities in foreign trade. 


b. Specifically the following new or expanded activities are proposed to 
be undertaken: 


CL). A systemavic canvassing of manufacturers in the jurisdiction 
of each field office to make certain that the possible business 
advantages of engaging in export trade are not overlooked; 


(2) Establishing new techniques for disseminating promotional and 
factual publications relating to foreign trade, including a system 


of card index files of exporters and potential exporters organized 
by commodity ; 


(3) Establishing goals for each field office, calling for the 


introduction of new firms into the export business during specified 
periods ; 


(4) Organizing through Chambers of Commerce and otherwise of 
“World Trade Week" programs and similar promotional programs; 


(5) Conducting foreign trade clinics to discuss the mechanics of 
foreign trade; and 








2. 


3. 


FOREIGN COMMERCE STUDY 


(6) Introducing a follow-up assesament of the effectiveness of 
efforts to stimulate interest in exports aud to obtain concrete 
business suggestions for improvements. 


c. Additional regional foreign trade groups are proposed to be estab- 
lished (along the lines of the present West Coast Advisory Committee), 
as well as less formal periodic meetings scheduled for briefings by 

Commerce and other Government officials concerned with foreign trade. 


a. Expanded emphasis on speaking engagements by Washington trade 
officials and Foreign Service Officers is also proposed. 


Prepering Improved Market Surveys 


a. A program of commodity-industry market surveys should be undertaken 
for a selected group of U.S. products having significant potential for 
increased exports. These studies should be concise and practical, and 
should help to develop facts on attainable market objectives. The studies 
should be planned in consultation with interested U.S. business. 


b. In the period inmediately ahead, the major emphasis for conumodity- 
industry surveys should be on short market surveys pertaining to specific, 
well defined products for sale in one or more key foreign markets. 


c. More intensive studies of greater depth would be undertaken as 
additional expert staff becomes available and the needs of U.S. industry 
have been assessed in relation to potential foreign markets. 


TO Economic and Trade Data on Fore Countries 


a. Greater specialization on an individual country by BFC country desk 
officers would be achieved. The greater depth of knowledge and experience 
regarding country developments thus achieved would be translated into more 
specific and practical information and advice for U.S. private business 
export operations. 


b. An experimental program of preparing market indicators would be 
undertaken for the purpose of assisting U.S. firms in their market 
studies. The types of indicators to be selected would be attuned to 
conditions in each country. Typical indicators include vehicle regis- 
trations, number of telephones, cement used, and similar statistical 
measures of economic activity. 


c. Economic studies should be instituted of countries and regions 
designed to assist in assessing foreign market potentials for U.S. goods. 
Details of foreign government economic development programs, private plans 
for industrial expansion, and similar information would be analyzed and 
taken into account in such studies. 


a. Greater emphasis on counseling and briefing U.S. businessmen con- 
sidering foreign trade ventures should be provided. 
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e. Publications would be up-dated and then kept current on such 
practical subjects as the commercial lews, customs regulations, 
trademark laws, business organizations, etc. 


Provi roved Aids to ters 


a. Selectivity should be emphasized in the organization of trade 

lists, dissemination of trade opportunity leads, and the distribution 
of Commerce Department publications. By concentrating services and 
tailoring them to fit the needs of specific categories of exporters, 
information may be made more meaningful and, therefore, more immediately 
useful in practical export situations. 


b. Where appropriate, trade opportunities would be called directly to 
the attention of potentially interested U.S. businessmen, thus greatly 
increasing the practical value of trade leads in comparison with the 
present practice. 


c. U.S. exporters would be encouraged and assisted in the addition of 
new and more competitive marketing devices, such as the format and 
translation of sales brochures. 


a. Greater assistance, designed primarily to meet the needs to 
newcomers to world trade, should be given in the mechanics of export 
trade, including advice on packaging, alternative means for forwerding 
freight, credit arrangements, documentation, etc. 


e. Foreign trade clinics would be conducted in major trading centers 
throughout the United States for the purpose of (3 helping to convince 
potential exporters that the export business is not too complicated, 
and (2) providing practical answers to exporters’ detailed questions 
arising in the course of day-to-day export business. 


f. Trade opportunity leads should be more fully developed and 
pertinent details and specific advice made available to U. 5. business- 
men to assist in their taking advantage of the opportunities. 


g. U. S. businesamen travelling abroad should be encouraged to provide 
trade leads for noncompeting products, by communicating with the 
Commerce Department at home and the Foreign Service abroad. 


h. Information on new product lines in the United States should be 
systematically forwarded to the Foreign Service for use abroad. 


i. Experimental programs in individual U.S. cities should be under- 
taken to develop interest in exports and to induce U.S. firms to provide 
semples and other sales material for possible use abroad. 


j. Foreign Trade Directory reports should be simplified and their 
transmittal by Commerce to the user speeded up. 


k. Agency surveys for U.S. firms (Trade Contact Survey) should be made 
available on a less restricted basis. 
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The Direction of Present Effort 
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Improving Services by Follow-Up Checks 


Efforts should be made on a follow-up basis to sample the effectiveness 
of the various trade promotion services performed by the Department in 
Washington and the Field Offices to determine how these services can 
be improved or performed more economically, 


Revi t of Act of 


A study should be undertaken of the restrictive effect, if any, of the 
Economy Act of 1933, on the provision of special export aids and services, 
to determine if modification of the law or regulations promulgated there- 
under is required. 


Promoting Travel to the United States 


The program to promote travel to the United States should be expanded, 
Planning for domestic and overseas publicity for this program is now 
under way under the direction of an interdepartmental committee specifi- 
cally assigned this task. 


Improving Statistical Data on U.S. Exports 


A review of the adequacy of present U.S. statistical classifications 

relating to exports, particularly addressed to the business need for 

more detailed breakdowns, should be made in cooperation with the Bureau 

of the Census. U.S. industry should be consulted. ' 


Training of U.S. Government Personnel 


A training progrem for present and new Department of Commerce staff 
should be developed for the purpose of assuring that full advantage is 
made of the present and future resources of the Department devoted to 
trade promotion. In addition, the orientation program for commercial 
officers of the Foreign Service should be strengthened. 


Review of Commerce Needs for Foreign Service Commercial Reports 


In an effort to take maximum advantage of the resources of the Foreign 
Service, the Department of Commerce should undertake a systematic re- 

view periodically of the current reports from the Foreign Service and 

the use being made of them. 


Speeding-Up Washington Communications Between State and Commerce 


Steps should be taken to speed up the tranmittal of documents between 
State and Commerce in Washington. The present delivery service for 
documents should be increased from three to five times daily. This 
would make it possible to take advantage of the proposals of Working 
Group 9 on communications. 


ans Wa 


Existing Commerce staff effort should be oriented to the greatest 
possible extent along the lines of the recommendations made above, 
and without waiting for the provision of additional funds. 


Provi Pro Leadership and Direction 


The Bureau of Foreign Commerce should be designated as the central 
directing and coordinating wnit within the Department of Commerce 

for the export drive. Subject to the policy direction of the 
Secretary's office, the BFC would establish over-all program 
objectives in cooperation with BDSA and the Field Service. In 
addition, operational arrangements should be established to carry 
out the progrem responsibilities of each organization in an efficient 
and economical manner, giving primary emphasis to activities which 
would yield significant results. 


THE INTERAGENCY STEERING GROUP FOR THE PROMOTION 
OF EXPORT SALES 


Report by Working Group IV 


Staffing Patterns 


The attached paper is the report of Working Group IV which 
has been approved for submission to the Steering Group by 
State, Commerce and Budget Members of the Working Group. 
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Report of Working Group IV 
STAFFING PATTERNS 





Recommendations: 


1. 


That the Foreign Service build up its staff of commercial officers and support. 
ing clerical and local personnel to meet its total responsibilities under the 
expanded trade promotion program, and in balance with the build-up of staff 4, 
the Department of Commerce, 


That the build-up of the Foreign Service be accomplished at all practicable 
speed and be geared to: 
a, The rate at which approved recommendations of the other working 
groups are being or can be implemented by both Commerce and State; 
b, The practical availability of high quality recruitable manpower, 


That the magnitude of the total build-up over a period of time be considered 
within the dimensions of 125/160 additional commercial officer positions with 
appropriate clerical and local supporting staff. 


That for the next fiscal year (FY 1961), the Foreign Service increase its 
present staff by 50 officers, a/ 17 staff employees, and 56 local employees 
at the grades and locations as indicated in attachment A of this report, 


That the additional staff requirements in FY's 1962, 1963, and/or subsequent 
years to meet the general requirements outlined in Recommendation No. 3 of this 
report be the subject of annual joint State/Commerce examination prior to the 
preparation and submission of the regular State Salaries and Expenses budget 
estimates for the fiscal years involved. 


Budgetary Implications: 


1. 


It is estimated that the Additional budgetary requirements in FY 1961 to carry 
out Recommendation No. 4 of this report are $1,105,783.b/ Of this amount, 
$205,483 has been included by State in its FY 1961 regular estimate now before 
the Congress. Should this estimate receive Congressional approval, the net 
amount for inclusion in a State Supplemental Estimate would $900,300, 

(See Attachment B). 


Budgetary requirements for FY 1962 and subsequent years would be determined 
annually as outlined in Recommendation No, 5 of this report. 


a/ "The Department of Commerce recommends 75 positions, The additional 25 positions are 
distributed, one in each of the following posts: Buenos Aires, Guayaquil, Mexico City, , 
Leopoldville, Brazzaville, Dakar, Vienna, Brussels, Montreal, Vancouver, Copenhagen, 
Paris, Naples, Rotterdam, Stockholm, Oslo, Madrid, Birmingham, Kingston, London, 
Rangoon, Wellington, Manila, Singapore, Bangkok." 


b/ Add $200,000 for Reference Materials and $200,000 for the U.S. Trade Centers to 
reconcile with the total of $1,505,783 on page one of Appendix F. 
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Increased Staffing Requirements 
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Page 2 


inereased Stafting ioyuireaents 


Bureau _of Near Sastern and South Asian Aflairs 
Miscal Your 1961 


—s— 


Orticers Clerks Loculs 
PORSZLIGN SekViCs 

jombay elt jeled Lel 
Cateutta Qe) Gel2 Le] 
badass Qe!+ belZ Lel 
jow Jelni Ve J - ue}, Lel 
Karachi Vel; - Lel 
eek Un/+ JelZ Lel 
Cairo Uelb yo ld Le] 
Jicdda - - Lal, 
ankara - - Lel 
{sutanbul ~ - Lel 
{znir - ~ Lel 
Alexancria - - L-l 
Atiiens§ (a) Q-3 veld - 
Izmir (a) Vey i a 
Istanbul (a) Ue o is 
Kuxait (a) 26 _ —— ee 


POPALS 11 6 13 


DOMESTIC Ue} GS-5 - 





(a) Included in States' razular 1961 budget, 
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Increased Staffing Requirements 


Bureau of Far wastern Affairs 





Fiscal Year 1961 


(a) Included in States' regular 19461 budget. 








Orficers 
FORWIGN Si#RVICS 
Sydney J=6 
Djakarta Q-7 
Kobe Osaka On}, 0-5 
Tokyo U-5, -? 
Kuala Lumpur Oud 
Fukuoka 0-4 
Cebu 0-5 
Brisbane (a) 0-6 
Melbourne (a) 0-6 
long Kong (a) 0-5 
Seoul (a) 0-6 
TOTALS 13 
DOMESTIC GS-15 
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Page 3 
Clerks Locals 
io L-5 
Se12 L-3, Le5 
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Page 4 
Increased Staffing iequirements 
Buresww of Inter-American Affairs 
Fiscal Year 1961 
Ofricers Clerks Locals 
FORMIGN S'sRVICS 
kio de Janeiro 0-4 - L-5 
Sao Paulo U-6 - L-4 
Cali 0-6 - L-2 
Caracas 0-6 ~ Lez, Le} 
Santiayo >) - L-3 
Lina 0-5 - Lb 
Tegucigalpa ~ - L-2 
Asuncion (a) 0-4 cnn estiibaclits 
TOTALS ? ~ 8 
DOMESTIC V-3 GS-5 = 


(a) Included in States' regular 1961 budget. 
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Page 5 
Increased ‘itaffing Hequirewents 
Bureau of Suropean Affairs 
Fiscal Year 1961 
Officers Clerks Locals 
FOREIGN SZRVICE 
Bonn Qe5 - a 
Dusseldorf 0-4 - L-2, L-8 
Amsterdam De 5 ~ - 
Lisbon 0-5 - L-6 
Zurich 0-5 ~ - 
London O-5, O-7 - L-5,L-10,L-11 
Geneva 0-3 - Le-l, L-5 
Turin 0-5 ~ - 
Hamburg Onw4 - Le2 
Algiers - - L-l 
Port of Spain « =" 3 
Rome - - Lel, L-6 
Bern - - Lel, L-5 
Paris - ~ L-l 
Rotterdam - - L-l 
Brussels o = L-6 
Toronto ° es L-6 
Helsinki « a Le4 
Oslo ~ - L-3 
Bremen (a) O=5 ~ - 
Palermo (a) Qe5 - - 
Barcelona (a) 0-5 tiles. - 
TOTALS 13 - 21 
DOMESTIC - - ~ 


(a) Included in States’ regular 1961 budget. 
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Increased Staffing Requirements 
Bureau of conomic Aftairs 
Fiscal Year 1961 ' 
Officers Clerks Locals 
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Increased Staffing Nequirements 
Deputy Assistant Secretary for Operations 
Fiscal Year 1961 
Officers Clerks Locals 
sit Cers vsSERS yocais 
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REPRESENTATION ALLOWANCS 
Supplemental Appropriation sstimate 


Sxpanded Trade Program 
Department of State - FY 1961 





es 


Organization 


Bureau 


Bureau 


Bureau 


Bureau 


Bureau 


of Far Kastern Affairs 
of Near “astern and South Asian Aflairs 
of Inter-American Affairs 


a 


of African Afrvairs 


of Suropean Affairs 


TOTAL REPRESENTATION ALLOWANCES 
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Amount 
$1, 500 


2,000 
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tod 
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Supplemental Appropriation Astimate 
sxpanded Trele Prozram 


Venpartment of State - FY 1961 


Personal Uther 
Services Jojects Total 
ORTIGA SERVICe 
Bureau of Far Eastern Af!airs * 72,124 $ 50,226 $122,350 
Bureau of Near sastern and South 
Asian Affairs 98, 816 28,975 127,791 
Bureau of suropean Affairs 136,670 25,350 162,000 
Bureau of Inter-American Affairs 55,6038 12,779 28,417 
Bureau of African Affairs ‘Hy, 107 * 38,589 82,696 
Deputy Assistant Secretary for Personnel (215,115) 215,115 
Veputy Assistant Secretary for Operations 4,199 4,199 
foreizn Service Institute ( 40,625) 1/ 40.625 
Sub-total Foreiyn Service 823,193 
DOMESTIC 
Bureau of Economic Affairs 30,940 5,000 35,940 


Jeputy Assistant Secretary for Operations (8,467) 8,467 
Bureau of Near Sastern and South 


Asian Affairs 7,863 ie 7,863 
Bureau of Inter-American Affairs 7 86 
Bureau of lar “astern Affairs 8,6 


Sub-total Domestic 68, 764 


7RAND TOTAL 891,957= 





1/ To avoid duplicate budgetinz, this excludes salary 
requirements because no training lapse has been 
apvlied by Bureausto V’ersonal Services estimates. 
Assumes that 33 of the 50 new ofvicer positions 
will be filled by FS:t's who will require lanzua;re 
training at 5025; 10 academic and other seminars 
at 9509; 10 U.S. Urientation for locals at 41500. 


2/ Does not include '205,433 in the Vepartment of 


State regular bu.zet estimate for FY-196l. 








THE INTERAGENCY STEERING GROUP FOR THE PROMOTION 
OF EXPORT SALES , 


Report by Working Group V 


Personnel Policies and Procedures 


The attached paper is the report of Working Group V which has 
been approved for submission to the Steering Group by State, 
Commerce and Budget members of the Working Group. 


Lee, Poaren_ 


Aaron S. Brown, Chairman 
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PERSONNEL POLICIES AND PROCEDURES 


The report of Working Group V consists of papers on the following five subjects; 


Assignment and Staffing Procedure (Annex A) 
Tour of Duty Policy (Annex B) 

Wage Scales of Local Employees (Annex C) 
Recruitment (Annex D) 

Career Development (Annex E) 


Summary Recommendations 


5. 


6. 


10. 


Working Group V recommends the following: 


The Departments of Commerce and State should obtain recruitment assistance 
from the U.S, Chamber of Commerce and trade associations, other Government 
agencies, and assistance from personnel associations and select colleges and 
universities, (Annex D) 


The maximum age of Foreign Service Reserve officers recruited for the progras 
should be raised to 65. (Annex D) 


In the recruitment of Foreign Service Reserve officers we should encourage the 
granting of reemployment rights by private industry. (Annex D) 


Panel examinations of FSR candidates should be conducted in the field when 
feasible. (Annex D) 


A career guide should be established as a general basis for commercial 
—a of a specially selected group of Foreign Service Officers. 
Annex E 


Means should be urgently sought to provide increased recognition to officers 
assigned to commercial positions. (Annex EB) 


A two months basic training course should be given to all new assignees to 
commercial functions. (Annex E) 


After the sise of the program has been determined, the Career Development and 
Counseling Staff of the Department of State should re-examine its tentative 
development projections and identify a number of additional FSO's for long- 
term specialisation in the commercial field, in consultation with the Departaent 
of Commerce. (Annex B) 


Commercial officers when available in the United States should attend certain 
foreign trade seminars and should be given increased opportunities for visi 
to Commerce field offices. (Annex E) 


A one year commercial training rotation program should be established and 
given to a select group of Foreign Service Officers. (Annex E) 
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The quarterly list of vacancies and eligible officers should henceforth be made 
available for inspection by the Department of Commerce liaison officer in order 
to make the recently improved assignment arrangements even more productive in 
the implementation of the export promotion program. (Annex A) 


The four-year tour of duty policy recently adopted by the Department of State 
should continue to be applied to officers serving in commercial officer posi- 
tions, except that junior officers assigned to such positions should not be 
rotated to other functions at their posts. (Annex B 


It is recommended that special grades be rapidly established for key local 
employees under existing authority, regulations and procedures when such grades 
are required in order to fill positions in the export promotion program. 

(Annex C) 
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Working Group V Annex A 
Page 1 
ASSTONMENT AND STAFFING PROCEDURE 


I. Summary Recommendations 


1. The quarterly list of vacancies and eligible officers should henceforth 
be made available for inspection by the Department of Commerce liaison officer in 
order to make the recently improved arrangements even more productive in the imple. 
mentation of the export promotion program. (Can be implemented immediately) 


TI. Budgetary Impact 


None 


TIT. Present Situation 


Assignments to commercial positions are made through consultation between the 
Departments of Commerce and State. When the date on which a given position is to be 
filled becomes established, the Department of State, through its regional personnel 
section, and the Department of Commerce, through its liaison officer, discuss in. 
formally the possible candidates for the position. These candidates are drawn fron 
officers, already in the Service, having appropriate rank, experience, competence 
and transfer eligibility; and from applicants for reserve commissions, including, 
of course, officers nominated by the Department of Commerce either from its own ranks 
or from outside the Government. Upon agreement between the two Departments on the 
most suitable candidate, the State Department Office of Personnel processes the 
assignment through the following series of steps: 


1. Preliminary approval of the assignment through the internal staff con 
mittee of PER known as Panel A; 


2. Preparation of Form 1031 (Request for Personnel Action) by the regional 
branch of PER and its approval by the Chief of Personnel Operations Division (as well 
as the Chief of the Employment Division in the case of newly recruited Reserve 
officers); 


3. Recommendation of the assignment by the Appointments and Assignments Board 
which includes, among others, representation from PER, the regional Bureaus, and the 
Department of Commerce; 


4, Approval of the assignment by the Deputy Director of Personnel; and, 


5. Issuance of Form 1032 (Notification of Personnel Action) and travel orders 
by the PER regional branch. 


TV. Evaluation 


The assignment process now in use has proved to be efficient in staffing 
commercial positions within the limitations imposed by financial and personnel re- 
sources, But it should be emphasized that the success of this system depends 
completely upon frequent and cooperative liaison between the two Departments; in the 
absence of such liaison it is believed that no assignment system could be made to 
work satisfactorily. The requirements and interests of both Departments are taken 
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into consideration, and there have been no cases, at least within recent memory, 
of assignment to such positions in the face of objections by either the Department 
of Commerce or the Department of State. Current arrangements, based on frequent 
meetings of the responsible Commerce officer with the State Office of Personnel 
regional branch officers on specific assignment proposals and with State's senior 
personnel operations officers on policy problems have produced excellent results. 


A recommended improvement in the present procedures would give Commerce on 
a mre systematic basis advance notice of vacancies and of the availability of 
officers. 


Vv. Recommendations 


No expansion of I, above, is necessary. 
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TOUR OF DUTY POLICY 
i Summary Recommendations 


A. The four-year tour of duty policy recently adopted by the Department of 
State should continue to be applied to officers serving in commercial officer posi. 
tions, except that junior officers assigned to such positions should not be rotated 
to other functions at their posts. 


Ir. eta: ot 


None 


III. Present Situation ) 


There has long been general recognition in the Department of State and the 
Foreign Service of the importance of continuity of service by individual officers 
at their posts. However, for a number of years and until about two years ago it did 
not prove possible, for many reasons, to follow the principle of extending tours of 
duty in most cases much beyond 24 to 30 months. Hardship conditions at many posts 
made it undesirable to hold officers and their families there for 4-5 years. 
Economy dictated arranging transfers in most cases in conjunction with home leave, 
which is required by law to be granted after two years abroad "or as soon as pos- 
sible thereafter". Many transfers were required during 1955-58 to effect the adjust. 
ments necessitated by the Integration Program, when hundreds of former civil servants 
who had become Foreign Service officers were moved overseas and their places in the 
Department were taken by officers from the field. The stepped-up training program 
called for another series of frequent transfers. 


About two years ago it became clear that it was practicable to move in the 
direction of extending tours of duty, at posts in the field and in the United States, 
Living and working environments at many hardship posts had been substantially in- 
proved. The personnel readjustments resulting from the Integration Program had with 
a very few exceptions been completed. Large annual increases in the number of FS0-8 
appointments, as compared with the previous period, had among other effects the 
result of providing enough officers to warrant improved, long-range planning and 
implementation of the career development and training of members of the Foreign 
Service Officer Corps. 


The present tour of duty policy was therefore implemented, as follows: 


Seplor and stddle-grade officers (Class 1-6, with the exception of some 
junior Class 6 officers). Officers of these classes serving overseas normally 
remain at their posts at least four years, with a break for home leave after two 
years, Certain hardship (including some Iron Curtain) posts are excepted, but other 
measures are available to realize the inherent advantages of longer tours at such 
posts. Officers serving in the United States are not given overseas assignments 


until four years have elapsed. 


f (Classes 7, 8 and some junior 6's). For purposes of 
gaining experience in a variety of functional and area situations, junior officers 
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are transferred after approximately two years at a post, with one of the first three 
tours of each such officer being in the United States. Rotation within a post is 
desirable and is implemented provided the work of the post does not suffer, 


Exceptions. Any one of a number of factors may require exceptions to the 
tour of duty policy. Some of these factors are: illness of an officer or a member 
of hie family, failure of an officer to adjust to local conditions, the necessity 
to fill an emergency vacancy in a key position elsewhere, assignments to or following 
*hard language" training. 


Iv. Eyaluation 


The current tour of duty policy, with a minor modification, is adequate for 
application to incumbents of commercial officer positions. Foreign Service officers 
and Foreign Service Reserve officers engaged in commercial activities under the pre- 
sent and new programs do not become fully effective until they gain thorough 
familiarity with local conditions and establish productive contacts throughout the 
business community and in government circles. The time which this takes varies from 
place to place, but it is clear that a tour of duty as short as two years would in 
post circumstances not permit the full implementation of the export program. 


Intra-post rotation of junior officers, where feasible, is generally desirable 
in terms of their preparation for their future careers, but where it is practical 
there is necessarily some loss of efficiency because of breaks in continuity in a 
particular section or branch. In view of the special importance of the export pro- 
motion program and the fact that any junior officers assigned to commercial posi- 
tions will be indeed fortunate in terms of the useful experience they will gain, 
junior officers in such positions should remain in them for two years and not be 
rotated to other functions at the post during their tour of duty. Even though 
junior officers having such experience may not subsequently specialize in commercial 
work, it is clearly advantageous for them to have been exposed to this function. 


¥. Recommendation 
No expansion of I, above, is necessary. 
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WAGE SCALES OF LOCAL EMPLOYEES 


I. Summary Recommendation 


1. It is recommended that special grades be rapidly established for key 
local employees under existing authority, regulations and procedures when such 
grades are required in order to fill positions in the export promotion program. 


II. Budgetary Impact 


None 


III. Present Situation 


The rate of compensation of a local employee specialist at an above-normal 
grade level can be established under Section 444 of the Foreign Service Act and in 
accordance with the regulations and procedures outlined in I FSM-IV 913 and the 
handbook - Local Wage Surveys and Salary Schedules. The procedures may be sum- 
marized as follows: 


1. The responsible Program Officer at a post, after the additional local 
employee position is authorised by the Department, prepares an appropriate position 
description and forwards it to the post Administrative Officer for his action, 


2. The post Administrative Officer in accordance with I FSM IV 913 and the 
determines local personnel pay rates and practices for incumbents of such 
positions by means of a salary spot check with at least three local firms or : 
organizations, including the host Government, having comparable positions. If there 
are no comparable positions in the area, then the pay rates and practices needed to 
obtain qualified local employees become “local personnel pay rates and practices", 


3. The salary rates obtained are then used by the Administrative Officer, or 
the Department's Local Personnel Branch to establish appropriate pay ranges and con- 
perisation practices applicable to incumbents of this special (called FSL-S) class, 


4, After Local Personnel Branch (Office of Personnel) audit and Regional 
Bureau budgetary approval, the post is authorised to enter into recruitment and to 
effect salary payments at the rates approved for the special class as of a pre- 
determined effective date, 


Tv. Evaluation 


The current authority, regulations and procedures appear in most respects 
to be adequate for the staffing needs of the export promotion program. In those 
circumstances where local employees with special qualifications for the program 
are required who cannot be attracted by the ordinary top grade, the necessary 
special grade level can be established. The time required to establish appropriate 
approved levels of compensation would not normally exceed thirty days in each case, 
and therefore it would be desirable to institute a system for priority consideration 
in the Department of State of authorizations for special grades for key local 
positions. 
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v. Recommendations 


1. The Office of Personnel and the appropriate Regional Bureau of the De- 
} nt of State should institute a system for urgent consideration of field requeste 
| for authorisation to establish local employee positions at special grade levels, 


2. Salary levels for such key local positions should not be established, for 
political reasons, above host Government ministerial levels. 
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RECRUITMENT 


I. Summary Recommendations 


1. Obtain recruitment assistance from U.S. Chamber of Commerce and trade 
associations, other Government agencies, and assistance from personnel associ. 
ations and select colleges and universities (see item 1 under V, Recommendations), 


2. Change maximum age from 55 to 65 (see item 6(d) under V. Recommendations), 


3. Encourage the granting of reemployment rights by private industry (see 
item 8 under V. Recommendations). 


4, When feasible, conduct panel examinations in the field (see item 9(d) 
under V, Recommendations). 


Note: Time required for the accomplishment of item 1 above would be approximately 
two months. 


II. etary Impact 


Publicity would cost approximately $2,500 per year. Commerce estimates a 
need for four additional recruitment personnel and some travel funds will be 
necessary for panel examinations of candidates, 


III. Present Situation 


At the present time new commercial officers are being obtained from three 
sources: (1) through training and assignment of Foreign Service officers, (2) 
appointment of Reserve Officers under the State-Commerce Exchange Agreement, and 
ih aetenme recruitment of Reserve Officers. 


The Commercial Officer positions are encumbered approximately as follows: 


FSO-6 to 2 70 
m7 oo Fo 
FSR Exchanges 18 
FSR Outside Recruitment 13 


The State-Commerce Exchange Agreement has been in effect since June 1, 1956. 
Under the agreement Foreign Service Officers are assigned to the Department of 
Commerce on approximately a man-for-man basis. Since the agreement went into 
effect, 18 Commercial Officers have been recruited in the Reserve from the out- 
side. In these few outside recruitment cases the policies and procedures applicable 
to other Reserve Officer appointments have been followed. Department of Commerce 
concurrence has been obtained through the Appointments and Assignments Board, 


Present policies and procedures in certain aspects of recruitment which may 
have a bearing on the proposed program are described briefly as follows: 


1. Initial Recruitment 


In view of the very limited number of Commercial Officers recruited 
as Foreign Service Reserve and in view of the long established exchange 


— 


5. 


s 


cl 


Zee 


af 


able 


FOREIGN COMMERCE STUDY 305 


Annex D 

Page 2 
program in effect with the Department of Commerce, the Department has been 
nesting its needs for outside recruitment of Reserve Commercial Officers 
through an applicant file maintained as a result of write-ins and walk-ins. 
Only 3 Commercial Officers have been employed in the Foreign Service Reserve, 
exclusive of those obtained through the Department of Commerce Exchange 
Agreement, during the past two years, 


2, Retired Officers 


The Department, on occasion, has appointed retired officers of the De- 
partment of State as Foreign Service Reserve Officers, although this has not 
been done with respect to Commercial Officer positions. 


3. Duties 
The duties of Commercial Officers, classes FSR-2 through FSR-6, are 


described in Tab A. These are duties on which the Employment Division 
presently bases its limited recruitment of Commercial Officers, 


4, Location of Positions 


At the present time applicants are expected to be available for duty 
at any post in the world, 


5. Classes 


At the present time Commercial Officers may be recruited in the Foreign 
Service Reserve in any of the eight classes. In practice, most of them are 
appointed to Classes 5 to 3. 


6. Qualifications 


(a) Education and Experience a 


Professional or teaching experience in trade or commercial fields, ine 
cluding any education which might be substituted is required, 


Education substituted must have included a major in general economics, 
public administration or business administration. 


(>) Personality 
Candidates are expected to have a pleasing appearance and manner, posses: 
intellectual ability, an effective personality, clarity and precision in oral 


expression and a capacity for communicating with all levels and types of 
people, Above all, he must be a representative American, 


(c) Citizenship 


The present requirement is that a candidate must have been a citisen of 


the United States for ten years and that his wife be a citizen at the time 
of his appointment, 


(4) Age 


At present, the Department endeavors to employ Foreign Service Reserve 
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Officers from the ages of 31 to 55. The lower limit of 31 was considered 
advisable because officers recruited into the Reserve are expected to have 
had several years of pertinent experience and training. The upper limit 
of 55 now generally adhered to was considered advisable so as to allow at 
least 5 years service before reaching the age of 60, which is the mandatory 
retirement age of Foreign Service Officers. 


(e) Foreign Language 


At the present time, applicants are expected to have at least a foreign 
language basis for further training in the language of the area for which 
they are being considered. 


(f) Physical Standard 


The Department now applies to all Reserve Officer candidates standards 
roughly equivalent to the military for overseas duty. 


7. Lateral Entry 


Reserve Officers appointed under the Commerce Exchange Agreement are not 
considered for lateral entry. Most other Reserve Officers employed to serve 
as Commercial Officers are considered eligible to apply for lateral entry after 
3 years of service, 


8. Reemployment Rights and Conflict of Interests 


At the present time, if a newly appointed Reserve Officer's previous 
employment has been with the Government, the Department arranges reemployment 
rights with his former agency. No such effort is made on behalf of officers 
entering the Reserve Corps from private employment. 


9. Selection Procedures 
(a) Tentative Selection 
At the present time, the Employment Division receives suggestions from 


numerous sources, but tentative selection and initiating of processing rests 
with the Division. 


(b) Security 


The Department requires a full field investigation by its own security 
officers, and the Office of Security makes all determination of employability 
from the standpoint of security. 


(c) Suitability 


Based on SY investigation reports developed in the course of employment 
processing and other information, EMD determines general suitability for 
employment. Disqualifying factors are: inability to get along with others, 
job hopping, history of alcoholism, neglected debts, lack of integrity, adverse 
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police record, unusually tingled mirital problems, distracting litigation 
pending, defects in morals, poor performance record, etc. 


(ad) Panel x umination 


Except in the cases of Commerce Exchange Officers, the present practice 
4s to convene a panel of 3 officers to interview the applicant, The panel 
consists of an officer from PR, one from the regional area concerned, and 
an expert in the economic ar commercial field. The members from the De- 
partment are usually Foreign Service Officers, 


The purpose of thir panel is to permit the Department to evaluate the 
applicants’ suitability as officers of the Foreign jervice., 


IV, Bvaluation 


Existing recruitment policies, procedures and facilities are inadequate to 
meet an expanded export promotion program. A few of the new positions can pre= 
sumably be filled by reassignments from within the Service and by increasing the 
planned number of appointments from the FSO0-8 waiting list, which is expected to 
have. sufficiont candidates beginning July 1, 1960. It is anticipated that many 
of the new officer positions will bo filled by Foreign Service Reserve Officer 
recruitment from outside the Government, It is believed that this program needs 
and can effectively benefit from the experience and other qualifications that 
can be brought to it by a carefully selected group of businessmen, To obtain 
recruits of the type and quantity desired will call for alterations in some of 
the present recruitment policies and methods. 


Background and experience of the man we will be seeking may well vary in 
some respects in accordance with the country in which he is expected to serve 
and the range of products about which he should be knowledgeable, In general, 
however, we will want to have a large enough number of applicants so that we 
can be discriminating in our choices, even in a build-up phased over three 
years, We will want men with useful business experience in which they have 
been successful, men who are adaptable to government service and to living and 
working abroad, men who are not job-seekers now but whose interest in temporary 
or permanent government service might be awakened by various kinds of attractions, 
This is a large order which calls for an aggressive campaign. 


Vv. Recommendations 


1. Initial Recruitment. 


In addition to utilizing the existing recruitment facilities of the Depart- 
ments of State and Commerce, it is recommended that initial recruitment effort 
be the responsibility of the Department of Commerce and encompass the following 
as needed in terms of the magnitude of the expansion: 


(a) Request the U.S. Chamber of Commerce to render their assistance 
via national publicity and direct contact with the member Chambers of 
Commerce (approximately 3000) located throughout the United States. Simi- 
larly, various trade and business associations wovld be requested to dis- 
seminate information to their membership. Such associations would include: 
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World Trade Club of Chicago 

Export Managers Club of New York 
Cleveland World Trade Council 

World Trade Association of San Francisco 


(bd) Arrange for appropriate publicity and advertisements (free and ) 
paid) in various trade journals and other periodicals. Such periodicals 
would include: 


"International Trade Review" 

"Dun's Review and Modern Industry" 

"Export Trade" 

"Nation's Business" Sta 
"World Ports and the Mariner" 

"Business Week" 


(c) Establishment of recruitment booths at various periodic meetings 
of trade associations, such as: Deps 
; him 
The National Foreign Trade Convention 
Chicago World Trade Conference 
Cleveland World Trade Conference 


(d) Consider present and former trade mission members as recruitment the 
sources. 


(e) Consideration of American businessmen now abroad or who have had 
experience abroad. 


hav 

(f) Direct contact with and/or dissemination of information to regional but 
personnel associations and select colleges and universities. 

(g) Contact with the Civil Service Commission to obtain its assistance 
in this program. Such assistance would include the referral of names of 
applicants and eligible candidates on “other registers" who could qualify pos: 
for commercial positions. Such registers would include (i) Economist - A - oft: 
37, and (ii) Federal Administrative and Management Examination - A - 167. off: 
In addition, their assistance would be requested in launching a program for Fore 


extensive radio-TV and press coverage. 


(h) Contact with other Government agencies who may have applications 
from individuals who may be qualified as Commercial Officers. Such agencies 
would include: 


International Cooperation Administration 
U.S. Information Agency 
Treasury Department 


(1) Interested persons will place their applications with the Depart- 
ment of Commerce field offices and with the cooperative field offices (Chamber 
of Commerce) where they will be given initial screening before submission to 
the Department of Commerce in Washington for further screening and submission 
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to the Department of State. 


(3) To enable Department of Commerce representatives in field offices 
to answer questions and shape publicity, the Department will provide a state- 
ment of the various perquisites attaches to employment in the Foreign Service 
Reserve. 


2. Publicity Material 


In view of its responsibility for appointment of FSR's, the Department of 
State will assist in the preparation of publicity material. 


3. Retired Officers 


It is recommended that, if a retired officer of the Department of State or 
Department of Commerce possesses the necessary qualifications, an application from 
him be given consideration along with others. 


4, Duties 


For recruitment purposes a brief description of the work to be performed by 
the Commercial Officers under the proposed program is contained in Tab B, 


5. World-Wide Availability 


Appointees may expect to be assigned to the country or area of which they 
have specialized knowledge and language facility and for which they were recruited, 
but they should be advised that they are subject to transfer to other posts. 


6. Classes 


It is planned that under the proposed project Class 7 and 8 Commercial Officer 
positions will be filled by regular Foreign Service Officers and that the Commercial 
Officer positions in Classes 2 to 6 will be supplemented by recruitment of Reserve 
Officers in those grades, the salary rates, of course, to be those prescribed in the 
Foreign Service Act for Foreign Service Reserve Officers. 


7. Qualifications 
(a) Education and Experience 


For recruiting purposes it is proposed that basic requirements for this 
new project be stated as follows: 


(1) A full four-year course of study in an accredited college or 
university leading to a Bachelor's or higher degree, This study must 
have included 24 semester hours in economics, international trade or 
affairs, commercial or business administration; 

or 


(ii) Four years of successful, progressive experience which would 
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indicate that the applicant possesses a knowledge comparable to that 
which would have been acquired through the successful completion of 
a four-year college course described above; 


(414) Any time equivalent of (i) and (41) indicated in the afore- } 
mentioned, 


The professional experience requirements will be substantially as follows: 


Four or more years of professional experience as an economist, 
business analyst, foreign trade specialist, sales executive, or pro- 
fessional and/or executive experience in such fields as finance, trans- 
portation, investment and general business. This experience must have 
demonstrated the applicant's ability to organize, coordinate and/or 
conduct independently, commercial, or economic, or business assignments ‘ 
of important magnitude, to make reliable decisions on matters of impor- 
tance, to do consultative or advisory work and the ability to prepare 
thorough and comprehensive reports. 


(b) Personality ! 
It is recommended that the factors mentioned above in III 6(b) be applied. 


(c) Citizenship 


The present citizenship requirement is that applied to Foreign Service 
Officer candidates. It is recommended that the same requirement be maintained 
for the Commercial Officers under the proposed project. Many applicants for 
both the Foreign Service Officer Corps and the Foreign Service Reserve Corps 
have been turned down because they lacked this requirement. An exception for 
this proposed group of Commercial Officers would no doubt evoke protests from 
those already turned down and those who would later be turned down, some of 
whom had or may have Congressional backing. 


(d) Age 


The age limits of 31 to 65 are recommended, If for the Commercial Offi- 
cers under the proposed project there is to be no provision for lateral entry 
at a later date, it may not be necessary to adhere to the lower limit. 


Since we now have approximately 50 Reserve Officers out of a total of 
332 who are over age 60 and since we may be interested in candidates who 
are retired businessmen, it is suggested that the upper limit be 65. This 
will allow 5 years service before the mandatory age of 70, required under 
the Civil Service Retirement System, to which these officers will be subject, 


(e) Foreign Language 


Language requirement which should be applied to officers under the pro- 
posed project should depend upon the extent of the training they will receive 
after appointment and before assignment to an overseas post. If such training 
period is limited to orientation, it would seem advisable to require at least 
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an R-2 level of proficiency, but, in all probability, there will be cases where 
a highly qualified candidate has no language facility. In such cases we would 
not want to be restricted by a rigid requirement. It is reagmnended, therefore, 
that recruiters be instructed to give preference to candidates with foreign 
language facility but not to eliminate from consideration highly qualified 
candidates who do not have any language training. 


(f) Phyeioal Standard 


It is recommended that current State Department physical standards be 
applied to candidates under the proposed project. 


8. Lateral Entry 


It is suggested that the way be left open for highly successful Commercial 
Officers under this project to qualify for lateral entry, It would be advisable, 
however, to caution recruitment officers that only very few can expect to be desig- 
nated to take the lateral entry examination, 


9. Reemployment Rights and Conflict of Interests 


There, no doubt, will be considerable recruitment advantage if reemployment 
arrangements could be made with the private firms from which these new commercial 
officers are drawn, The question arises whether the conflict of interest statutes 
would apply. The Department of Commerce has worked out this problem with respect 
to the WOC members of their trade missions, but the legal officers of that Depart- 
ment have expressed the opinion that appointees under the projected program would 
not be parallel cases, They say that, if the officer is appointed by the Department 
and enters on its rolls, he will have severed his connection with the private firm 
insofar as the statutes are concerned; neither do they believe that the establish- 
ment of reemployment rights with the private firm would legally and automatically 
make him an employee with interests conflicting with the interests of Government. 


10. Selection Procedures 

(a) Tentative Selection 

It is recommended that in cases of Commercial Officers under the pro- 
posed project, the Department of Commerce join with the Employment Division 


or other divisions of the Office of Personnel in the Department of State in 
the tentative selection of applicants. 


(>) Security 
The same standards will have to apply with respect to the new Commercial 


Officers since there is no legal way for the Department to waive them or any- 
one appointed as a Foreign Service Reserve Officer. 


(c) Sudtabsdity 


Since the Commercial Officers to be appointed under this project will, 
like all other members of the Foreign Service, be representatives of the 
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United States and since their conduct will reflect on the reputation of the 
embassy or consulate to which they are assigned, it would be inadvisable to 
relax these standards when recruiting them, 


(4) Panel Examination DES 
It is deemed advisable to panel the recruits and there are two alterna- 
tive methods: (1) bring the candidates to Washington at Government expense Eco 
after security investigation for the purposes of interview, or (11) send a cer 


panel to a nearby city where there is a concentration of candidates screened 

by the Department of Commerce field offices, This latter alternative would 
probably prove to be more expensive than alternative (1) unless a consider- 

able number of applicants were available for interview within a period of 

2 or 3 days. At the present time, the Department does not normally pay the 

travel expenses of candidates coming to Washington for a panel or any other i 
type of interview. If funds are available, however, it can legally be done, 


ll. Procedures 


It is recommended that the forms and procedures presently followed by the Office } 
of Personnel apply when appointments are made under the projected program. 
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COMMERCIAL OFFICER FSR-6 THROUGH 2 
(Recruitment guide in use at the present time) 


DESCRIPTION OF DUTIES 
Under the direction and supervision of the Economic Counselor or Head of the 


Economic Section, plans, supervises or performs work in the Foreign Service con- 
cerned with, but not necessarily limited to, the following: 


1. Directing assistance to American business visitors by: 


a. providing information on general business conditions and economic 
trends in consular district or country of assignment; 


b. providing information on marketing possibilities for specific products 
together with suggestions as to methods of introduction and prospec- 
tive sales intermediaries and/or buyers; 


ce, doing liaison work with the International Cooperation Administration 
in connection with specific problems of American businessmen either 
actually doing business or wishing to do business with ICA; 
d. performing liaison work with officials of the Foreign Ministries of 
Trade and Commerce and Industry respectively on specific problems 
of American business visitors, such as import licenses, quotas, ex- 
port licenses, exchange restrictions, licensing arrangements and ex- 
portation of foreign national products to the U.S. 
2. Servicing the foreign national business visitors relative to: 
a. sources of supply for materials, machinery and equipment in the U.S.; 
b. ICA procedures; 
co. sales opportunities in the U.S. for national goods, 
3. Performing the following activities regarding trade promotion and protection: 
& preparation of replies to American and local trade inquiries; 


b. preparation of trade lists and World Trade Directory reports for the 
Department of Commerce; 


Cc, preparation of export and import trade opportunities; 


d, organization and maintenance of index records containing information 
on all importations into area of assignment, all American firms repre- 
sented in area of assignment, all local national representatives of 
American firms; 


e. handling of correspondence arising from trade disputes between local 
national and American firms; 
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f. liaison with ICA on methods of assisting American small business in 
selling goods in local area; 


&- liaison with American Chamber of Commerce for local area on matters 
affecting American trade with local area and activities of American 
firms in area of assignment. 

4, Performing the following activities relative to export control: 


a. supervise the consignee and induce investigations in the consular 
district or country to which assigned; 


b. correspondence in connection with assignment of investigations to 
appropriate consular establishments when consignee is outside of 
immediate consular district or country; 

©. correspondence with Department of Commerce, Washington, in connection 
with specific export control investigations and general policy matters 
relating to such investigations, 


5. Initiating, completing and submitting reports to the Office of Interna- 
tional Trade, Department of Commerce, relating to: 


a. commodity markets; 
b. import restrictions; 
c. requirements for short supply commodities; 


d. information on requirements, legal and others, for establishing a 
business in consular district or country of assignment, 
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COMMERCIAL OFFICER FSR-6 THROUGH 2 


(Proposed guide for recruitment for the export program) 
DESCRIPTION OF DUTIES 


Under the direction and supervision of the Chief of Mission or Consulate 
or under that of the Chief of an Economic and Commercial Section in a Mission 
or Consulate, plans, supervises or performs work in the Foreign Service concerned 
mainly with the promotion of American exports. Specifically, the encumbent is con- 
cerned with, but not necessarily limited to, the following activities: 


1. Directing assistance to American visitors by: 


a. providing information on general business conditions and economic 
trends in a consular district or country of assignment; 


b. providing information on marketing possibilities for specific prod- 
ucts, together with suggestions as to methods of introduction and 
prospective sales intermediaries and/or buyers; 


ce. accompanying, whenever feasible, visiting American businessmen on 
calls to Government offices and business concerns whenever requested 
to do so in connection with sales prospects for American goods; 


d. being present when visiting American businessmen attend bid openings; 


e. calling the attention of visiting American businessmen to the exis- 
tence of commercial libraries and inviting their cooperation in 
furnishing materials; 


f. encouraging visiting American businessmen to participate in local 
activities which help in general the sale of American goods; 


g. encourage visiting American businessmen to travel on American air- 
lines and ships and to suggest that t.iey, in turn, encourage their 


clients and other foreign business associates to visit the United 
States; 


h, doing liaison work with the USOM in connection with specific prob- 
lems of American businessmen either actually doing business or wish- 
ing to do business with ICA; 


4. performing liaison work with officials of the Foreign Ministries of 
Trade and Commerce and Industry respectively on specific problems of 
American business visitors, such as import licenses, quotas, export 
licenses, exchange restrictions, licensing arrangements and exporta- 
tion of foreign national products to the U.S. 


2. Servicing the foreign national business visitors relative to: 


a. sources of supply for materials, machinery and equipment in the U.S.; 
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b. ICA procedures; 
c. sales opportunities in the U.S. for national goods; 
d., encourage the foreign visitors to call at the commercial library; 


e. explain to potential foreign buyers the characteristics of American 
export practices; 


f. encourage foreign visitors to visit the United States; 


g. furnish general informational material regarding the United States 
as a source of supply. 


Performing the following activities regarding trade promotion and protection: 
a. preparation of replies to American and local trade inquiries; 


b. preparation of trade lists and World Trade Directory reports for the 
Department of Commerce; 


c. preparation of export and import trade opportunities; 


d., organization and maintenance of index records containing information 
on all importations into area of assignment, all American firms repre- 
sented in area of assignment, all local national representatives of 
American firms; 


e. handling of correspondence arising from trade disputes between local 
national and American firms; 


f. liaison with USOM on methods of assisting American small business in 
selling goods in local area; 


g- liaison with American Chamber of Commerce for local area on matters 
affecting American trade with local area and activities of American 
firms in area of assignment; 


h. organize and maintain commercial libraries; 


4. engage in institutional advertising of American goods to the greatest 
extent possible; 


j. assist and participate in the organization and "follow-through" 
activities related to American Trade Missions and World Trade Centers; 


k. lecture at Chambers of Commerce, associations, etc., on the United 
States as a source of supply; 


1, submit on an alert basis as many market surveys and other reports as 
possible which highlight trade possibilities for American merchants; 
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m, travel throughout the mission or consular district for the purpose of 
developing trade contacts and seeking out opportunities for American 
exports; 

n, influence to extent possible local officials in setting standards 
and specifications in respect to Government contracts which are 
favorable to American products; 

o. be present whenever possible at the opening of bids; 


p. cooperate with travel agencies in the encouragement of travel to the 
United States. 


4h, Perform the following activities relative to export control: 


a, supervise the consignee and induce investigations in the consular 
district or country to which assigned; 


b. correspondence in connection with assignment of investigations to 
appropriate consular establishments when consignee is outside of 
immediate consular district or country; 

¢. correspondence with Dopartment of Commerce, Washington, in connection 
with specific export control investigations and general policy matters 
relating to such investigations. 


5. Initiating, completing and submitting reports to the Office of International 
Trade, Department of Commerce, relating to: 


a. commodity markets; 
b. import restrictions; 
ce, requirements for short-supply commodities; 


d. information on requirements, legal and others, for establishing a 
business in consular district or country of assignment, 
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CAREER DEVELOPMENT 
of 
SO's DESIGNATED FOR COMMERCIAL 
SPECIALIZATION 








I. Summary Recommendations 


The following actions are recommended in the interest of improved career de. 
velopment of FSO's in the commercial field: 


1. That a career guide such as shown as Attachment A be established as a 
general basis for commercial specialization of a specially selected group of Foreign 
Service officers and as a means of clarifying for all interested parties how such 
specialization can and should fit into a normal FSO career, 


2. Means should be urgently sought to provide increased recognition to 
officers assigned to commercial positions, such as the possible case of the title of 
commercial counselor, 

3. That a basic training course (two months) be planned and given for all 
new assignees to commercial functions; and, further, that such course should stress 
principles and techniquss of effective commercial operations at Foreign Service posts 
and provide practical preparation for the specific functions to be performed. 


4, That, after the size of the enlarged commercial program has been deterning 
the Career Development Staff should re-examine its tentative development projections — 
and identify a number of additional FSO's for long-term specialization in the con 
mercial field; and, further, that the Department of Commerce be asked to give its 
views concerning the commercial qualifications of the various officers considered, 


5. That some senior commercial officers, when available in the United States, 


attend certain foreign trade seminars such as those conducted by the American Manage. 
ment Association. 


6. That arrangements be made by Commerce and State to provide opportunities 
for commercial officers, while in the United States on home leave or on assignment, 
to visit Commerce field offices. 


7. That a one-year commercial training rotation program be organized and 
given annually to a select group of Foreign Service officers. 


II. Budgeta mpact 

None, except training (see Working Group VI) 
III. Present Situation 

A. General 


Commercial positions in the Foreign Service are staffed by Foreign Service 
Officers and Foreign Service Reserves, many of whom are exchange assignees sponsored 


* Because of the short tenure of FSR's whose training will be covered 
by Working Group VI, this paper does not pertain to them. 
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by the Department of Commerce. There are 112 commercial positions at the officer 
level abroad and, in the Department of Commerce in Washington D. C., approximately 
twenty additional positions are to be filled regularly by FSO's. About seventy per 
cent of the occupied field positions are staffed by FSO's. 


B. Policy 


The Department's objective has been gradually to develop a sufficient number 
of qualified FSO's to staff all officer-level commercial positions abroad, except for 
those to be filled on an exchange basis. This is in keeping with the Department's 
general policy to recruit officers at the entry FSO level, to build from within, 
and, through planned officer development to staff designated FSO positions with 
qualified FSO's. 


The prospect of arranging for long-term specialization for the larger number 
of FSO's is in keeping with the current concept of officer development in the 
Service. In the present-day Service, every officer tends to specialize in one or 
more functions during his mid-career years. Specialization, then, is regarded as one 
stage of a four-stage career in the ideal career development of an FSO, which is 
designed to achieve a reasonable balance of generalization and specialization for 
every officer. For those officers who have the ability and potential to advance to 
the top positions of the Service, the normal career pattern includes: an initial 
development stage in which the emphasis is on variety of function and area of assign- 
ment; a specialization stage of eight to twelve years in which an officer spends 
approximately 60 to 75 per cent of his time in one functional category of work in 
the Service; a brief broadening stage in which the officer has an opportunity for 
different and refreshing experience but one which capitalizes upon his past experience 
and specialization; a final policy and program stage in which officers hold key posi- 
tions involving policy planning, program direction or advanced specialization. 
Therefore, specialization in commercial functions is merely one stage of an officer's 
total career and does not limit his advancement to top policy or program direction 
positions if he otherwise has the ability and potential to serve in these capacities. 


The Department's language policy as applied to those specializing in com- 
mercial work calls for each officer to develop proficiency in at least one of the 
"world" languages (French, Spanish, German, Italian, or Portuguese). In addition, 
the policy calls for each officer to develop a second language which may, or may not, 
be a “hard” language but which should be a language consistent with his functional 
and area development as planned by the Career Development and Counseling Staff. To 
assist officers in their choice of both "world" languages and "hard" languages, the 
Career Development and Counseling Staff, as an integral part of its planning work, 
is tentatively identifying the principal areas that each officer should stress in 
his long-term development. 


C. Current Capabilities in Commercial Field 


According to the latest inventories made by the Career Development and 
Counseling Staff, there are 256 officers who have first, second or third skills in 
the commercial field (94 FSO's have a first skill, 101 have a second skill, and 61 
have a third skill in.commercial work). The distribution of commercial skills among 
FSO's by class level groups is as follows: 33 officers are in Classes 1 and 2; 
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100 are in Classes 3 and 4; 123 officers are in Classes 5 to 8, The ratio of skill 
availabilities to Service-requirements in this field is favorable at class levels 
4 and above as compared to the staffing situation found in many other functional 
fields in the Foreign Service. The tentative development plans for officers in the 
commercial field present an even more favorable picture of the number who will 
specialize in commercial work in relation to Service-needs in this field. The 
following table shows the relationship of Service-needs, skills, and development 
plans. 


COMPARISON OF FSO MANPOWER REQUIREMENTS FOR COMMERCIAL 
WORK WITH CURRENT OFFICER SKILLS AND CAREER DEVELOPMENT 


GOALS FOR OFFICERS IN CLASSES 1 THROUGH 6 
Officers by Class Levels 
FS0-1&2 FS0-3&4% FS0-5&6 TOTAL 
Manpower Requirements 8 61 4) 110 
Officer Skills 33 100 123 25 


Career Development 
Goals as 126 161 300 


Present development planning, as indicated in the above figures, has achieved 
almost a three-to-one ratio of officers having commercial work as a first, second 
or third development field as compared to current Service-needs. The three-to-one 
ratio represents the ideal objective for career staffing of most of the FSO functions, 
A substantial increase in FSO commercial positions would, of course, call for a 
corresponding increase in the number of officers to be developed in this field. On 
the basis of experience to date, the optimum ratio that can be expected in the 
staffing of most of the functions of the Service is approximately 2.5 to l. 


Since FSO commercial representatives abroad must deal frequently with local 
businessmen and local government officials, skill in the language of the country 
is an important factor in many instances. In view of this possibility, a survey was 
made of the language skills of the 256 officers who now have a first, second, or 
third skill in commercial work, This survey revealed that 21 officers had no 
language at the S-2, R-2 level or above; 76 has such a proficiency in one language; 
96 in two languages; 45 in three languages; 12 in four languages; and 6 in five 
languages. Thus, this group of 256 officers had an aggregate of 482 language skills 
at the S-2, R-2 level or better, an average of almost two language skills per officer, 


A study of the 300 officers projected for long-term development in commercial 
functions was also made. The officers concerned have a total of 378 language skills 
at the S-2, R-2 level or better. There is more than adequate supply of "world" 
language skills (254) to staff commercial positions. Although more "hard" language 
skills are needed, there are already 24 such skills to meet a maximum need of 38. 
Language development plans for these officers would raise the number of useful 
"hard" language skills to 46. The current and planned language skills of the 300 
officers are summarized below: (See next page.) 


 weHOw sao 
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n COMMERCIAL STAFFING-NEEDS (FSO 1-6) AS RELATED TO CURRENT AND PLANNED 
LANGUAGE SKILLS OF FSOs WITH lst, 2nd, OR 3rd DEVELOPMENT GOAL 
a IN THE COMMERCIAL FIELD 
FSO Commercial Group 
Number of Commercial Current Planned 
Positions in which Language Language 
Language Language is Useful* -Skilis, Skills 
W * 
(English) (13) ° = 
French 8 126 232 
Spanish 33 112 146 
German 9 78 101 
Italian 4 18 21 
Portuguese 5 20 23 
« * e 
EUROPE 
Danish 1 2 3 
Dutch 2 1 1 
_ Finnish 1 1 2 
Norwegian 1 1 1 
. Serbo-Croatian 1 i 3 
dons Swedish 1 2 2 
On NEAR EAST 
Arabic 4 4 9 
Greek 1 4 4 
1 Hindi-Urdu (Bengalese & Tamil) 7 0 2 
Persian 2 7 : 
Singhalese 
7" Turkish 1 1 2 
7; FAR EAST 
‘ls Burmese 1 0 1 
oer, Chinese 3 2 4 
Indonesian 2 1 1 
vial Japanese 5 % ? 
lls Korean 1 0 I 
Thai 1 0 1 
ge Vietnamese 1 0 1 


. 


) : 
* For detailed breakdown of positions, see Attachment "5B". 
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IV. Evaluation 
A. Qualifications 


Career planning must, of course, take into account special qualifications and 
unique work demands in performing a particular function in the Foreign Service. An 
understanding of these factors with respect to the commercial field will aid in the 
identification of officers who have appropriate qualities and abilities. Such 
understanding is also helpful in the planning of assignments and training to further 
officers' commercial specialization and, in turn, to contribute to their total 
development as Foreign Service officers. 


The commercial officer is responsible for stimulating and keeping open the 
selling channels. He must be a "catalytic agent" in bringing together the interested 
parties so that American trade and investments which are consistent with U.S. foreign 
policy objectives in that country may be promoted. The sising-up of trade oppor. 
tunities calls for extensive knowledge of trade needs and possibilities as well as 
for mature judgment as to the feasibility and advisability of various ventures fron 
a business standpoint. He must establish friendly, cooperative relationships in the 
business community, respect cultural differences, have a sense of the local politics, 
and communicate in foreign languages as necessary, He must have an awareness of 
actual or potential competition from other countries, report on market conditions, 
and be well informed on the legal aspects of American trade or investment in the host 
country. He must help representatives of individual companies; at the same time, he 
must avoid unfair or unethical treatment of one party in relation to other interested 
parties. At times he must indirectly guide American business representatives in the 
settling of their complaints against businesses in the host country but, if possible, 
must do so without causing conflict between the two governments. Where an inter- 
government legal problem is involved, the commercial officer or the Ambassador may 
need to make appropriate official representations on behalf of the American business 
concerned. 


B. Deficiencies 


In present career planning for the commercial field, the basic problem has not 
been that of identifying a sufficient number of officers who have skills in this 
field or who should be developed in it over a period of years. The deficiencies 
revealed thus far are those of inadequate depth and continuity of FSO commercial ex- 
perience, insufficient interest and motivation, and inadequate staff to handle the 
heavy load of routine work and to engage actively in investment and trade promotion, 


The problem of adequate staffing to handle workload will be considered by an- 
other committee. However, there are some career development implications connected 
with this problem since detailed routine reporting requirements can so consume the 
time of the officer responsible that he has little time, or inclination, to do any of 
the more important and challenging types of work in the commercial field. The most 
challenging aspect of the commercial field, and in fact, that most in need at the 
present moment is trade and investment promotion. To do an effective job in this 
phase of the work, it is believed, requires a high caliber person, 
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C. Recognition 


In the past, some officers have demonstrated a flair for trade promotion work; 
other officers, including s6me located in countries which offer better prospects for 
trade promotion, have paid little or no attention to this function, Perhaps one of 
the major problems in developing FSO's in the commercial field is the lack of ade- 
quate recognition of the role that commercial staffs can and should play in the total 
job being done by American Embassies and Consulates abroad; and, as a consequence, 
many of the abler officers of the Service are not attracted to this field as one for 
long-term specialization, nor do they sense the full challenge that the jobs offer. 
One other element is the fact that export promotion has received less emphasis in the 
post-war period: This problem may result in part from doubts in the minds of FSO 
commercial assignees as to prestige, job satisfaction, advancement, and future pros- 
pects in the Service. 


Vv, Recommendations 


The following recommendations concern factors which have a direct bearing on the 
career development of FSO's in the commercial field: 


1. It is recommended that a career guide such as the one shown in Attachment A 
be established as the general basis for development of commercial officers, The guide 
is intended to illustrate how commercial specialization would fit into a total FSO 
career; it offers a definitive means for consistent, uniform treatment of like indi- 
viduals, but at the same time is to be applied flexibly in the development of specific 
individuals. Some officers, because of their own limitations either in ability or 
potential, may not advance beyond the specialization state. However, there may be 
other officers who should be given the opportunity to advance to the highest policy 
or program direction positions, and, therefore, would need to have an opportunity for 
broader experience and training as they progress toward the more senior levels of the 
Service. Acceptance of the career guide will serve a very useful ..purpose in bringing 
about better understanding of the types of assignments and training that are appro- 
priate at various stages of an officer's career if he should be selected for special- 
ization in the commercial field, The guide is also useful in showing how specializa- 
tion in commercial work related to an officer's total FSO career and, in effect, how 
a balance of generalization and specialization can be achieved, 


2. In addition to exploring other means of providing commercial officers with 
the recognition they require, the Department of State should give urgent consideration 
to granting the title of “commercial counselor" in the circumstances where it may be 
warranted, 


3. It is recommended that a basic training course of about two months be organ- 
ized and that all officers newly assigned to commercial work be given the opportunity 
to take this course, It is suggested that the training in this instance be of a very 
practical nature so that the officer will be bettep equipped to perform the usual 
functions required of him when he reports to his post, Officers assigned to the one- 
year rotation program would not be given the two-month basic training course, 


4, In an appropriate relationship to the increase in commercial staffing that 
will be authorized, it is recommended that a number of officers for long-term devel- 
opment in commercial functions be chosen from among the list of 300 officers (as 
tentatively projected by the Career Development and Counseling Staff) for early 
assignment and continuing development in the commercial field, 
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(a) It is further recommended that the Department of Commerce review the 
tentative listings of development groups and, on the basis of. their knowledge of 
these officers and their work, give opinions as to the potentiality of those 
listed, for continuing development in commercial functions, (It is assumed that 
the Department of Commerce representatives would make their judgments on the 
basis of their discussions with any of these officers, the use they may have 
made of the reports submitted by the officers, and their general knowledge of 
the effectiveness of the commercial operations at field posts, and special 
contributions made by specific officers. ) 


5. It is recommended that selected senior commercial officers be permitted to 
attend seminirs such as those of the American Management Association, usually held in 
New York City, which deal with foreign trade problems foreign operations by American 
companies, the licensing of patents and technical know-how and allied subject, 


6. It is recommended that whenever possible commercial officers be given an 
opportunity to visit the Department of Commerce field offices before or after assign. 
ments abroad, Perhaps this could be conveniently arranged by authorizing additional 
consultation time when the officers are in the United States on home leave. Such 
visits provide splendid opportunity to discuss problems with businessmen, to make 
speeches, and to make frequent visits to key plants and locally important business 
projects. 


7. It is recommended that a limited number (four to six) of the best officers 
be assigned to the commercial training rotation program which would call for a full 
year's training, involving both formal training and on-the-job rotation. 


It is believed that the commercial training rotation program should be limited 
to those officers who have high potential for future service in the commercial acti- 
vity. Through both intensive formal training (of brief duration) and rotational on- 
the- job assignments, it is expected that an officer's value to the Service, and, in- 
directly to American business can be greatly enhanced at this particular state of his 
career. The general objective would be to give an officer first-hand knowledge, 
association and experience in dealing with some of the broader and more difficult pro- 
blems in commercial work, The course outline provides coverage of a broad range of 
subjects important in the commercial field and yet provides sufficient time for the 
trainee to gain substantial training benefits that will remain with him during the 
rest of his FSO career. Further, since the trainee will be given productive work 
assignments, there should be useful by-products from his efforts and he, in turn, 
will be tested in terns of his effectiveness in handling various aspects of com- © 
mercial work, Associations with key government officials interested in this field 
and with business leaders should not only be very stimulating to the trainee but also 
give him new insights concerning the commertial officer's job abroad and new know- 
ledge which he can apply in his work, 
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CAREER GUIDE FOR THE COMMERCIAL FIELD 


Devel opment Stage 


An officer is considered to be in his development stage while in classes 7 and 
8, Immediately upon entry into the Foreign Service, he receives a basic officer 
training course for three months and usually follows this with intensive language 
training in one of the "world" languages. His assignments following completion of 
formal training would normally stress variety of function and area. The purpose of 
such variety is to give the officer an opportunity to try himself out in different 
types of work in order that he can gain a better understanding of his own capabili- 
ties in the Fore‘gn Service and also to provide basic information to the Department 
for use in channeling the officer into one or more fields of specialisation. Evalua- 
tion reports from supervisors and inspectors during this early period in the officer's 
career would bring out strengths and weaknesses and particular aptitudes. 


A few class 8 officers may be assigned to commercial functions during the 
developmental period. In making such assignments, however, it should be understood 
by the officers and the Department that commercial assignments should not exceed two 

for a class 8 officer. At the completion of the two-year period, the officer 
would be expected to move to other functions to gain additional experience before 
entering into a field of specialization. However, such understanding does not pre- 
clude subsequent selection of an officer for commercial specialization provided there 
has been sufficient lapse in time before the specialization period begins. 


Specialization State 


Selections for specialization in commercial work are normally made at the class 
5 and 6 levels from among those officers who seem to possess the special qualities 
and abilities essential in this work. If possible, the officers selected should have 
some definite interest in commercial work, the ability to meet and deal with business 
representatives, and be persons of good judgment. Officers who have such interests 
and qualities and who have a business administration or related educational background 
should, of course, be given special consideration for commercial specialization. In 
line with general Foreign Service objectives, it is assumed that each officer, as he 
begins specialization, would have skill in at least one "world" language and have 
some idea of the particular areas that he should stress in his long-term career 
development. (The Career Development and Counseling Staff is endeavoring to identify 
for all officers of the Service the specific languages and the specific areas in which 
they should develop competence over the years. A special effort will be made to 
achieve an appropriate distribution of both "world" and "hard" language skills among 
officers , the commercial field and in each of the other functional fields as 
required. 


Officers selected for commercial specialization would be assigned initially to 
the basic commercial training course, an intensive, practical training program of 
approximately two months, and then assigned immediately to the commercial staff of 
a field post. For the next six to eight years, these officers would spend approxi- 
mately sixty to seventy-five per cent of their time in commercial work, but could 
also receive assignments of limited duration outside the field. It is realised, of 
course, that some officers who start out in commercial specialization may demonstrate 





FOREIGN COMMERCE STUDY 





Attachment A 
te Annex E 
Page 2 


that they are better suited for development in one of the other broad functional 
fields, and consequently, their career direction should lead to types of speciali. 
zation other than commercial. 


As soon as a sufficient number of qualified commercial officers is available, 
a small number (four to six) would be selected at about the class 4 level for the 
commercial training rotation program, Only those officers who had demonstrated their 
ability in the commercial field and who seemed to have definite potential to. hold 
top-level comnercial positions should be selected for this program. The advanced 
commercial training program would combine rotational on-the-job experience with a 
limited amount of formal training. Until staffing of commercial positions is adequate, 
the rotation program will be used for training officers entering the commercial 
specialization phase of their careers. (See Section V, Recommendation 7.) 


Those officers who successfully complete the rotation program should, if pos. 
sible, be assigned immediately to commercial attaché positions. During the balance of 
the specialization period the officer would spend approximately sixty to seventy-five 
per cent of his time in full-time commercial assignments. Here, again, there might 
be limited-tour assignments out of the commercial field to other functional fields 
representing secondary specialties of the officer concerned. During the regular 
specialization period and when they are due for assignment in the United States, 
several officers would be assigned to the Department of Commerce under the State. 
Commerce exchange agreement. The officers selected for assignment to the Department 
of Commerce should probably be those who are expected to advance further in the 
Service and to continue in the commercial field for most of the balance of their 
careers, 


Broadening Stage 


At the end of the specialization stage, the commercial officers who appear to 
have high potentiality should be considered in competition with all other officers 
of the Service, at about the levels of senior class 3 and classes 2 and 1, for 
assignment to one of the war colleges or to the senior officers' course. Various 
broadening assignments might be made following the senior training, but in each 
instance, the assignments should, if possible, capitalize on the previous experience 
of the officer while, at the same time, filling significant gaps in his total ex. 
perience. Such broadening assignments, therefore, would not only fill existing needs 
but would also help prepare the officer for higher, more responsible assignments in 
the future. 


Policy and Program Stage 


Only the most competent officers in the Service, normally those at the FS0-1 
and 2 levels and some at FSO-3, would be expected to advance to this stage. After 
completion of the brief broadening period in which officers may have had special 
formal training or an opportunity for a refreshing kind of functional experience, or 
both, they would be assigned at home or abroad in key positions involving policy 
planning, program direction, or advanced specialization. For the policy planning 
assignments, the Department would look for broad-gauge individuals with creative 
imagination, sound judgment, and ability to express themselves clearly and forcefully 
on broad issues. For the program direction positions, including assignments as 
principal officers, Deputy Chiefs of Mission and Chiefs of Mission, the Department 
would look for a person not only considered broad-gauge in his thinking but also one 
who had successfully demonstrated qualities of executive leadership. 
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LANGUAGE USE IN RELATION TO COMMERCIAL 


POSITIONS AT FOREIGN SERVICE POSTS 


No. of Commercial Positions by FSO Class of Position 


Language 
Useful in Position Onl 0-2 0-3 0-4 0-5 0-6 0-7 0-8 Total 
"World" Languages 
(English) ~ 2 2 4 4 1 1 és 14 
French - 1 2 2 3 - - o 8 
German = 1 2 3 2 1 - - 9 
Spanish - 1 6 16 6 4 - < 3 
Italian - 1 - - 2 1 - - 4 
Portuguese - 1 2 1 1 - ~ 5 
® : ages 
Europe 
Danish - - ~ 1 - - - - 1 
Dutch - - 1 1 - - « “ 2 
Finnish - - - 1 - - - @ 1 
Norwegian ~ - - 1 - - - - 1 
Serbo-Croatian - - - - 1 ~ o 1 
Swedish - ~ 1 - - - - ~ 1 
Near Eas 
Arabic - - 2 1 1 - - - 4 
Greek - ~ - - 1 - - - 1 
Hindi ~ 1 - 1 1 ~ - ~ 3 
Bengali . - - 1 1 - - - 2 
Persian - - 1 - 2 - - - 3 
Singhalese - - - - - 1 “ * 1 
Tamil ~ - - - 1 - - - 1 
Turkish - > - 1 - - - - 1 
Urdu - - 1 ~ - - - - 1 
Far East 
Burmese - . - 1 - © ° * 1 
Chinese - - - 1 2 ~ - - 3 
Indonesian - - 1 - 1 - - ° 2 
Japanese - 1 1 2 1 1 1 - 6 
Korean - - - 1 - - - - 1 
Thai - - - 1 - - - : 1 
Vietnamese - - - - 1 - « ‘a 1 
Totals - 8 21 40 31 10 2 - 112 
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THE INTERAGENCY STEERING GROUP FOR THE PROMOTION 
OF EXPORT SALES 


Report of Working Group VI 
Training 


I, SUMMARY RECOMMENDATIONS 


1 


2. 


36 


New Foreign Service Officers of class 8 should continue to receive 
orientation in the place and function of commercial officers in over- 
seas missions as part of their basic training course. 


Newly recruited commercial officers should, upon entry on duty, be 
assigned to the Foreign Service Orientation: Officer (M-110) course 
at the Foreign Service Institute. 


Newly recruited commercial officers and Foreign Service Officers newly 
assigned to commercial activities should be assigned to a basic training 
course provided by the Department of Commerce. 


Sufficient intensive language training should be provided through the 
facilities of the Foreign Service Institute to supply the commercial officer 
with at least a minimum working knowledge of the most useful commercial 
language of his post of assignment. 


The Departments of State and Commerce should continue and expand the present 
programs for the additional training of Foreign Service personnel already 
engaged in commercial activities, through: 


(a) Continuation of present training activities, including exchange assign- 
ments of Foreign Service Officers to the Department of Commerce and 
participation in trade conferences. 


(>) ‘The assignment of commercial officers, as appropriate, to academic and 
other seminars dealing with area or global developments of a commercial 
or economic nature pertinent to their immediate work. 


(c) Refresher programs for commercial officers on home leave, including 
programs to acquaint them with new export developments and potentials 
and regional and area developments as appropriate. 


(a4) Periodic regional conferences of commercial officers abroad, conducted 
by State and Commerce officials. 


(e) Utilization of State and Commerce officials visiting specific posts, by 
consultations, briefings, conferences, etc. 


(f) Inclusion in the supply of materials to commercial libraries, as training 
aids, of periodicals and publications bearing on the development and 
promotion of trade, including such matters as financing, credit terms, 
market research, documentation, and advertising. 


A commercial training rotation program should be established for selected 
FSO 4's, 5's and 6's to include formal and on-the-job training in State, 
Commerce, Commerce Field Offices, and private industry. 


330 


8. 
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7. Selected local employees should be provided with training through orientation 
in Washington and at Commerce Field Offices, with visits to industries as 
desirable. 


8, As the program progresses, consideration should be given to the initiation of 
correspondence extension courses for commercial officers and local employees. 


(The above will be a continuing program, its elements being phased into and out of 
operation consistent with needs derived from recruitment and availability of 
personnel and as determined by periodic examination of requirements. ) 
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II. BUDGETARY IMPACT 


Total costs of training cannot be estimated accurately until the number and grades 
of additional personnel are determined and the phasing of entry on duty established, 
Illustrative costs can be stated however. Where possible these are stated below as 
per-capita costs; where this is not possible, a per-annum cost is given. 


Salary costs generally will amount to one-half of ome year's salary for all new 
entrants into the system except in those instances where no language training is re- 
quired. New FSO-8's who are assigned to commercial work will require 36 weeks of 
training. 


The following agency estimates relate to the numbered recommendations in this 
report. 


1. FSO-8 Basic Training (A-100) - 12 weeks 


Training costs 


State Department: No additional 
Commerce Department: Included in 3 below 


ical sala & travel costs r student 
State Department only: $1, 330, 


2. Foreign Service Orientation: Officer (M-110) - 2 weeks 


Training costs 


State Department only: No additional 
ical salary cost r student 
State Department only: $ 350, 


3. Department of Commerce Basic Training Course (to be 
established) - 5 weeks } 


A training staff must be established in the Department of Commerce consisting 
of three or four professionals, depending upon the number of new commercial 
officers, and at least three secretaries. At least one training officer & 
one stenographer should be employed in the last quarter of FY 1960 in order 
that the program may be ready for operation in FY 1961 and so that increased 
emphasis may be immediately placed upon training of present personnel. Staff 
costs for FY 1961 and thereafter are estimated at from $30,000 to $37,000 for 
professions and $12,000 for clerical or a total of roughly $50,000. Training 
aids will require approximately $5,000 in FY 1961 and approximately $4,000 
thereafter. 


No salaries are included in this estimate for other employees of the Depart- 
ment of Commerce who will be engaged part time in the training of Foreign 
Service personnel. 
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Cost to the Department of State for salary, travel and per diem is estimated 
at $1,650 per student. 


4, Intensive language Training - 16 weeks 





State Department only: (assuming 
average of 4 students per section) $ 625. 


Typical salary costs per student $ 2,715- 
Total $ 3,400. 


5.(a) Continuation of Present Training Activities 


Costs are reflected in estimates for other recommendations for 
this program 


(vb) Academic and Other Seminars 


Tuition, travel, and per diem costs 








State Department only: (at typical 
0, cost of $500 for 10 officers per year) $ 5,000. 


(c) Refresher Programs 
Training Costs 
i 


Commerce Department only: included in 
3 above 


Typical per diem costs per officer 


State Department only: (to be incurred after 
every 4 years of overseas duty) $ 125. 


(a) Periodic Regional Conferences 
& 


(e) Utilization of Visiting Officials 


Since these conferences are primarily of an operating nature, 


i training aspects will have no budgetary impact. 
ff 


or (f) Periodicals and Publications 
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6. Commercial Training Rotation Program - 52 weeks 
Typical teaching costs per student 


State Department 
Commerce Department - included in 3 above 


Typical student salary, travel, and per diem 


Total 


7. U.S. Orientation for Foreign Local Employees - 30 days 


ical traini costs r student 


Commerce Department - included in 3 above 


Typical travel and per diem for employee 


State Department only 


8. Correspondence Courses 
No present budgetary impact 


$ 9,500, 


$ 1,500, 
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III, PRESENT SITUATION 


In accordance with present policy, a number of activities which have direct or 
valuable indirect training benefits for commercial officers are being carried on. 
These include: 


1. A one-week orientation and training course at the Department of Commerce, 
given as a segment of the basic training of all incoming FS0-8's. 


2. Trade conference work in the United States by economic and commercial officers 
assigned abroad. This involves individual and group conferences between the 
officer and U.S. businessmen interested in foreign trade. These are arranged 
through Commerce Field Offices. 


3. Exchange assignments of FSO's to the Department of Commerce, including 
Commerce Field Offices, and of Commerce professional employees to Foreign 
Service posts. The normal complement is about 20 officers on two year assign- 
ments. 


4, Non-reimbursable assignment of Foreign Service Officers and Reserve Officers 
to the Department of Commerce, also on two year assignments. The present 
number assigned is 12. 


5. On-the-Job training given to six FS0-8's assigned to the Bureau of Economic 
Affairs in the Department of State. The rotational program within the Bureau 
includes a period of about four months in the Office of International Trade. 


6. The assignment annually of approximately 25 Foreign Service Officers at the 0-6 
to O-4 level to universities for a full academic year of graduate study in 
economics, Courses may include international trade, marketing, business 
practices, and other commercial subjects. 

7. The Mid-Career and Senior Officers courses at the Foreign Service Institute, 
where economic, trade and commercial problems are given some attention. Members 
of the Senior Officers course have visited Department of Commerce Field Offices. 
Neither of these courses provides operational training in commerce work 
or trade promotion. 


8, Training in world or hard languages of Foreign Service Officers assigned abroad 
to commercial positions, depending upon the requirements of the position. 
Foreign Service Reserve Officers are provided world language training if the 
urgency of their entry on duty does not preclude it. 
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IV. EVALUATION 


Under the new policy, the commercial officer will be expected to devote a greater 
amount of his time and energies than has been the case in the past to identifying hin. 
self aggressively with the interests and needs of U.S. businessmen. In light of this 
change in emphasis, training should be provided which focuses more sharply on the actiye } 
promotion of export sales without unduly sacrificing other commercial and economic 
needs of the Foreign Service. Qualitatively, there is a need for a training program 
which succeeds in stimulating the interest and enthusiasm of capable officers and 
raises the prestige of both training and operations in the commercial field. 


The new policy will result in an expansion of officers in the commercial field, 
These people will require specialized commercial training not now being offered in such 
fields as marketing, commodities, and trade and credit policies. Stepped-up in-service 
training will be required to insure continued developement of the talents of all per- 
sonnel, including locals, engaged in the commercial work of the Foreign Service. 


An expansion of the number of commercial positions abroad will invovle the re- 
cruitment of a large number of officers unfamiliar with the organization and operation 
of the U.S. Government and with the goals and techniques of Foreign Service commercial 
work. They will require training in these subjects and, usually, in languages as well, 


The above requirements make mandatory the expansion of the Foreign Service Insti. 
tute's orientation and language courses and the initiation of a largely new training 
program by the Department of Commerce. Urgency of assignments and limited funds have, 
in the past, frequently curtailed necessary functional and language training. Existing 
State and Commerce Department training staffs are inadequate to implement the new 
export promotion policy satisfactorily. In the case of the State Department, existing 
language and functional training programs can be augmented without excessive readjust- 
ment. The Commerce Department, however, now has resources to provide only minimal 
commercial orientation for Foreign Service officers. That agency is not now equipped 
to devote adequate attention to the development and operation of the training required 
for the new program. 


V. RECOMMENDATIONS 


1. As part of their basic training course (A-1CC) at the Foreign Service Insti- 
tute all new FSO-8's are given one week of training at the Department of 
Commerce. In addition, some attention is given to commercial work abroad in 
other sessions of the course held at FSI. This practice should be continued 
and strengthened by the inclusion of specific references to the export pro- 
motion program. The opportunity to stimulate some young officers to seek 
commercial officer specialization during this early training should not be 
missed. Insofar as possible, training officers for this aspect of the course 
should have had foreign commercial experience. 


2. Newly appointed Foreign Service Reserve Officers are regularly assigned to a 
two-week classroom course: Foreign Service Orientation: Officer (M-110) given 
at the Foreign Service Institute. This course provides a general introduction 
to the functions and operation of the Foreign Service, the organization of 
posts abroad, the relationship of the Service to the variety of U.S. Govern- 
ment operations abroad, working with peoples of different cultures, and the 
language problem. All newly recruited commercial officers should begin their 
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training in this course. Following the conclusion of two weeks of classroom 
instruction, another week is set aside for individual consultations with 
political desk officers and others, relating particularly to the country of 
assignment. For the commercial officer this third week's activities should 
be postponed to the period just prior to his departure for his post. 


A new basic training course, specifically designed for this program, should 
be developed by the Department of Commerce for newly recruited commercial 
officers and Foreign Service Officers newly assigned to commercial activities. 
The course should include training and orientation in the following: the 
economic environment and commercial problems of the area of assignment; tech- 


niques of trade promotion; U.S. export controls; interests and problems of 
domestic business groups; government and private financial institutions; U.S. 
industry and commodities; and the operation of the Department of Commerce, 


including its Field Offices. It is considered that a minimum of eight weeks 
will be required to provide adequate basic training. 

The specific content of the course and the techniques to be used in instruction 
should be developed by the Department of Commerce in conjunction with appro- 
priate officials of the Department of State. 


The development and conduct of this course and of other courses or programs 
mentioned in Recommendations 1, 5, 6, 7 and 8 will require competent training 


personnel in the Department of Commerce. 


Commercial officers abroad should not be handicapped by lack of at least a 
minimum working knowledge of the most useful commercial language in their area 
of assignment. At posts where facility in a language other than English is 
important for commercial officers, this need in most cases can probably be met 
by having facility in another world language (French, Spanish, German, 

Italian, or Portuguese). To the extent necessary to bring the commercial 
officer's facility to at least a minimum working level (S-2), necessary inten- 
sive training should be given prior to the officer's entry upon duty at his 
post. Since, however, it is assumed that FSR's may not receive more than a 
total of six months initial training of any kind; this means that not more 
than 16 weeks of initial language training will be available for them. This 
amount of training in a world language would in most cases bring the officer's 
facility to at least a S-2 level. Since most hard languages require longer 
periods of training to acquire the same facility, it follows that FSR's should 
not be recruited for posts where hard language facility is requisite, nor re- 
ceive hard language training unless (a) they already have a facility which 
could be brought up to the useful (S-2) level by 16 weeks of training, or (b) 
they are recruited for a post whose hard language can be acquired at about the 
same 5 world 


peed as languages. 


(a) and (b). No expansion of Summary Recommendations is necessary. 


- A refresher program 


) should be developed by the Department of Commerce 
or commercial officers 


on home leave. The program should be designed to 
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acquaint the officers with new export developments and potentials and 
regional and area developments as appropriate. 


The specific content of the program and the techniques to be used should be 
developed by the Department of Commerce in conjunction with appropriate 
officials of the Department of State. 


(4). The practice of holding regional conferences abroad of Foreign Service 
Officers in a special field of operation, such as labor or consular, has had 
@ number of purposes and results, including training. Such periodic confer- 
ences, under Washington auspices, would provide in some measure an additional 
opportunity for in-service training for commercial officers. 


(e) and (f). No expansion of Summary Recommendations is necessary. 


The Foreign Service Institute should establish, in coordination with the 
Department of Commerce, a commercial training course for FSO-4's, 5's, and 
6's not previously engaged in commercial activities. Since these officers 
will be assigned to commercial positiops involving greater responsibility, 
they will need more intensive and extensive training than FSO-8's who are to 
be assigned as commercial officers. 


Such a course should include formal and on-the-job training with rotation to 
the Department of Commerce, to industry, and to private financial institutions, 
It is estimated that one year would be required. For the participating offi- 
cers, this course might be a substitute for the first year of the two year 
"non-reimbursable” assignment to the Department of Commerce. 


The Department of Commerce in coordination with the Department of State should 
establish, initially on an experimental basis, a training program in the 
United States for selected local employees in professional capacities. This 
training should consist of orientation in Washington and at Commerce field 
offices and of visits to appropriate business concerns. Such a program should 
be designed to give local employees a better understanding of the U.S. Govern- 
ment and of the workings of American business and industry. It should be 
given only to locals of proven ability whose effectiveness in trade promotion 
and/or reporting could be significantly imporved by such a program. In many 
cases, this program would equip such employees for greater responsibility in } 
commercial work. (Authority: Foreign Service Act of 1946 as amended, 
Sections 573b and 705) 


It is estimated that 30 days plus travel time would be required. ay 


No expansion of Summary Recommendations is necessary. 
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T. FACTORS CONSIDERED 


The analysis of commercial facilities at posts abroad has been carried on 
both in the context of existing commercial activities of the Foreign Service and 
of those which might be required because of an expanded trade promotion program, 
Accordingly, the evaluations of trade prospects by each country made by Working 
Group I have been studied for guidance. 


It was apparent to the Working Group that adequate facilities can effectively 
improve U. S. trade promotion only in the context of a thoughtfully conceived pro- 
gram to guide officers and employees abroad. Accordingly the scope and phasing of 
an expanded program of commercial facilities have been judged on the assumptions 
that Foreign Service personnel will actively participate in an expanded program as 
envisaged by the Report of Working Group II and that increased efforts will be made 
by the Department of Commerce to interest businessmen in the United States, as 
advocated by Working Group III. 


In the course of the present review it became apparent that the question of 
adequate commercial facilities could best be studied if posts were grouped in some 
order of importance and priorities. Such grouping has been attempted with the 
result that problems have been analyzed for five categories of posts. This ap- 
proach presupposes that appropriate space, reference materials, publicity and 
other factors necessarily vary for posts of different levels of commercial 
importance. 


With respect to proper location of commercial facilities, it has been assumed 
that two relevant factors govern the decision in each case: (a) the advisability 
of combining various Foreign Service activities in any community at a single 
location wherever feasible and (b) locating the commercial activities, if possible, 
together with other Foreign Service functions which depend greatly upon extensive 
contacts with the public, at single locations in centers of business activity. 
Consideration has also been given to locating commercial reference facilities where 
proper supervision by commercial officers and of coordination with other related 
functions at a post can be facilitated. The problems of adequate space and location 
have been reviewed for each post with the State Department Foreign Building Office 
to insure that its building and leasing schedule is taking account of commercial 
needs and that this schedule, in turn, is being properly considered in projecting 
commercial facilities requirements. 


Wherever it is located, the reading room, it was thought, should be given 
some distinctive title in keeping with the agreed scope of its functions. 


The question of information and reference responsibilities of USIS libraries 
and ICA operations was studied with a view to minimizing any unnecessary dupli- 
cation with the functions of commercial offices, as well as utilizing the facilities 
of those organizations in cities where Foreign Service posts are not established. 
The question of USIS support in providing projection equipment and operators for the 
showing of commercial films sponsored by Commercial Sections of Foreign Service 
posts was also explored. These aspects of reference and film facilities were dis- 
cussed with USIA and reference facilities with ICA. 
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Some thought was also given to appropriate methods of having commercial 
offices cooperate with Chambers of Commerce and Trade Associations whether at a 
Foreign Service post or elsewhere in the country. Such subjects as providing com 
mercial reference material to American and to joint U. S-foreign chambers of commerce 
and trade associations were examined as well as methods of using these non-governmental 
groups to publicize the reading rooms and related services of Foreign Service posts, 


1. The Department of State should provide appropriate space and location for 
commercial facilities at every Foreign Service post. 


2. Adequate space plans for commercial facilities should be developed for 
every Foreign Service post on a continuing and long range basis. 


3. There should be established in the Department of State a focal]. point of 
coordination with the Department of Commerce on questions of basic policies and 
standards with respect to commercial facilities. 


4. Within the scope of jointly developed policies and standards, the Depart- 
ment of Commerce should, on a continuing basis, present its views to the Department 


of State as to the amounts and kinds of space, equipment and materials required for 
commercial facilities at posts. 


5. Such requests should be considered by the Foreign Building Office and 
appropriate regional bureaus of the Department of State in connection with their 
respective building and leasing schedules and with their budget plans. 


6. As a guide to more effective programming and evaluation of post needs for 
commercial space and material, each Foreign Service post should be placed in one of 
five categories (see Annex A), determined by levels of commercial importance, as 
agreed upon by the Departments of State and Commerce. 


7. The Department of Commerce should propose a systematic program of 
evaluating the adequacy of each overseas commercial facility. 


&, The Department of Commerce should prepare a handbook on importing from 


the United States in several foreign languages, perhaps including such languages 
as Arabic and Chinese as well as "world" languages, 
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1. In the larger commercial reading rooms (at posts of categories 1 and 2 
of Annex A), there should be space for the display of 500 books and other publi- 
cations which means a minimum of six bookcase sections and 100 linear feet of 
magazine racks, 


2. In the smaller commercial reading rooms (at posts of categories 3 and 4 
of Annex A), there should be space for four bookcases, for 30 linear feet of 
magazine racks, for an additional six contiguous feet of floor space for Thomas 
Register, other large directories, atlases and daily newspapers. 


3. In addition to display space, there should be adequate space for tables 
and chairs at which directories and other publications can be examined and for the 
office equipment of the employee who should be available to assist visitinr 
businessmen. 


C. Uecation of comercial reference facilities. 


1. Wherever possible, adequate commercial facilities should be provided as an 
integral part of every Foreign Service post. Where adequate commercial facilities 
cannot be provided at present post location, first consideration in planning new 
construction or leasing for the post as a whole should be given to providing fully 
suitable space at reasonable proximity to the principal commercial area of the 
city. 


2. Wherever commercial facilities can appropriately be ¢rouped with other 
Foreign Service operations, the varied space arrangements possible should depend 
upon adequate consideration of the following factors: (a) a location close to that 
of other commercial or economic activities at the post, and (b) the usefulness of a 
street floor location, or in any event, a location to which the access is easy and 
inviting. 


3. To the greatest extent possible, persons seeking to use commercial facili- 
ties should not be subjected to a series of inquiries by receptionists or Marine 
guards, 


D. Contents of commercial reference facilities. 
1. The Department of Commerce should, in consultation with the Department 


of State, establish and maintain lists of standard reference material with 
suggested distribution for each category of Foreign Service post. (Annex C), 


2. The Foreign Service Manual, Vol. 3, Section 614, should be revised to 
incorporate the list of standard reference materials with suggested distribution for 
each category of post provided in Annex C. 
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3, Such standard lists should be augmented on the basis of the periodic 
requests by posts and other available information, evaluated by the Departments of 
State and Commerce. 


4. In addition to standard materials, the Department of Commerce should, 
through its normal contact with American business in the U. S., endeavor to 
obtain useful publications, catalogs, specifications and other industrial display 
material which might enhance the commercial efforts of selected posts. 


5, The Department of State should budget for commercial reference materials 
required by the Foreign Service and the Library should procure and arrange for 
their distribution. 


6, The Department of Commerce should expand its efforts to obtain rratis 
contributions of business publications, directories, and other commercial reference 
materials for distribution to the Foreign Service. 


7, The system for providing adequate commercial reference material to posts 
abroad and for their maintenance and use should be clearly set forth in the Foreign 
Service Manual. Consideration should also be given to the advisability of more 
extensive consultation with other United States Government agencies which have a 
substantial interest in providing reference material of commercial usefulness. 


8, The Department of Commerce should provide, for the use of posts abroad, 
a short handbook on the establishment, maintenance and use of commercial reference 
facilities. 


9. The Department of Commerce should encourage American business to make 
publications available, wherever possible, in the language of the country or in 
the language normally used by local businessmen engaged in foreign trade. 


E. Supervision of commercial facilities. 


1. A qualified officer should be located in or adjacent to the commercial 
library. He should be assisted by the necessary complement of competent local 
employees. 


2. Where any commercial facilities such as the reading room must be located 
apart from the Foreign Service post, all commercial activities should continue to be 
carried on under the direct supervision of the senior commercial officer at the post. 


3. Classified material should continue to be safeguarded under pertinent 
security regulations wherever there is a physical separation of commercial 
facilities, but consideration should be given to installing a more flexible system 
of administratively classified documents, 


4. The Foreign Service post should train local employees whose duties 
involve use of commercial reference materials and supplement the basic training 


given American officers in the J, S., to assure the competence of all personnel 
assisting American and local businessmen. 
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F. Relations to other Fore Service tions at post. 


1. Commercial reference materials should normally be grouped at a single 
location and not scattered or duplicated among USIS, USOM and the Commercial 
Section located in the same city. This presupposes that reference materials 
will be housed at a location readily accessible to USOM which requires certain 
publications in the conduct of its operations. 


2. In cities of some commercial importance where it is not considered 
advisable to establish a Foreign Service post, arrangements should be made to 
provide useful commercial reference material at any existing USIS or USOM establis). 
ments; where there are no USIS or USOM facilities, then in any suitable chamber of 
commerce or trade association. 


G. Publicity for commercial reference facilities. 


1. To provide additional prestige for the commercial reference facilities, 
an effort should be made to find some title for such facilities which appropriately 
reflects the functions envisaged for them by this study but which, at the same tine, 
does not create confusion with respect to such other U. S. Government establishments 
as cultural centers, trade information centers, trade centers, etc. 


2. The Commercial Section and the commercial reading room should be clearly 
identified on the building directory and by appropriate signs whether these 
facilities are consolidated with other Foreign Service activities or are establishei 
at a separate location. 


3. Available commercial facilities of Foreign Service posts should be appropri. 
ately publicized in a manner that will give meaning to them in the eyes of local 


businesamen and govermment officials through judicious use of press releases, Speeches, 


newsletters, institutional advertising and other devices. 


4, Descriptive literature on the commercial facilities should be placed in 
visa sections for handout to local businessmen calling to obtain visas, and in the 
offices of local agents or branch offices of U. S. transportation lines, American 
clubs, travel agents, public and university libraries. 


(a) Consular officers should be instructed to provide each recipient of 
@ businesaman's visa (category B-1) with a notice containing the 
neme and address of the nearest commercial office and the services it 
can provide, together with information on the facilities the Depart- 
ment of Commerce has to aid foreign businesamen. The notice could be 
of a general nature for world-wide use, or be worded to suit conditions 
at a single post. In any case, it should be of a size that could easily 
be inserted in a passport. 


(>) Consular officers handling visa, protection and passport affairs should 
be instructed promptly to notify the closest commercial officer of the 
issuance of all businessmen visas (B-1) and of any American business- 
man who may call at the post's consular section. 
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The Commercial Section should establish arrangements with local government 
officials, chambers of commerce, trade associations, and banks for loans and 
exchanges of reference material which can serve to promote the U. S. export program 
in any country. 


III. BUDGETARY IMPACT aNd IMPLEMENTATION 


1. The following recommendations will impose an additional workload on the 
Department of State, the Foreign Service, or both, and if all other present facil- 
ities are maintained at present levels, will require more funds if they are to be 
implementec fully: 


Annex B - post-by-post augmentation of space, including new leasing as well 
as appropriate staffing for new and enlarged commercial reading rooms, 


Annex C = provision of standard reference materials as a minimum to those 
posts where deficiencies have been disclosed by the survey and periodic distribution 
of publications at the proposed higher level, including the additional costs of 
air and surface freight and of positions in the State Department Library to under- 
take needed procurement and distribution responsibilities. 


Implementation of the proposal to augment the number of publications at posts 
as suggested in Annex C would affect most posts, The increased annual budget cost 
if the suggested distribution is fully carried out is estimated at several hundred 
thousand dollars and would have to be considered in future budgets. 


2. Other recommendations do not appear to require additional funds for 
implementation or must be considered in conjunction with recommendations in the 
reports of other Working Groups. 


3. All the recommendations should be implemented within six months except 
those dependent upon space to be provided by newly constructed or leased quarters. 
In a number of cases noted in Annex B, new construction at Foreign Service posts 
should provide adequate space for commercial operations in a reasonably short 
time, In a few other cases, also noted in Annex B, leasing of new space appears 
to be justified and should be taken into account in the budget allotments for 
leasing made by the Department of State during F. Y. 1961. 


IV, PRESENT SITUATION 


As an important means of increasing our sales abroad, we must five potential 
customers easy access to a wealth of information pertinent to the purchase of 
goods from United States suppliers, This is a function of the commercial library, 
often the first point of contact with American business interests for many forei¢en 
businessmen, 
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According to present Foreign Service requirements, there is to be at each 
post a commercial library, easily accessible and open to the public at regular 
hours, with a staff member present to assist visitors, and with certain basic 
reference material. The necessity of expandins our exports demands a concerted 
effort to meet fully these requirements with improved library facilities. 


I w sii 


It is a matter of record that in their present location within most Embassies 
and Consulates, our commercial libraries today are not sparkling successes, Yet, 
conversations with Foreign Service officers visiting the Department of Commerce 
indicate that the location of the commercial libraries in many posts could be im 
proved if proper priority were assigned to commercial activities. 


The size and location of the commercial library in any American Embassy or 
Consulate depends on the total amount of space available at the post, and on the 
relative priority assigned to individual functions. For example, administrative 
or consular functions quite frequently obtain ground-floor locations. Commercial 
functions, including the commercial library, are most often found on the upper 


floors of the buildings, reflecting possibly the limited recognition given to these , 


functions in the past and the limited number of calls made on the commercial 
library. The actual location of the commercial library has been cited repeatedly 
by business people -— American as well as foreign -—- as the reason why these 
facilities are not used. 


The U. S. Trade Mission-operated Trade Information Centers, which contain 
reference materials, have attracted local attention wherever they have been in 
operation, due in part to the clearly identified trade orientation. It is likely 
that the movement of the commercial library from remote sections of certain Embassie; 
and Consulates to locations of greater accessibility similarly would open the eyes 
of the local populace to this service. 


a 


wbRace 


In a substantial number of posts abroad, the space presently provided for 
commercial libraries and the staff to service them properly is presently inadequate, 


The amount of space needed for the efficient operation of a commercial reading 
room will, of course, vary for locations of differing commercial importance, A 
minimum space requirement of 400 sq. ft, is believed essential at every post of 
substantial commercial importance. This should be capable of expansion as the 
commercial activity of a post becomes greater. 


In Tokyo, for example, the amount of space currently being used is more than 
500 sq. ft. This space is occupied by personnel of USOM as well as the Embassy, 
and it is not known what percentage is devoted to reference facilities. Twelve 
other posts in the Far East which have reported the space allocations for commercial 
reading rooms have an average of 186 sq. feet for the purpose. The lowest allocatio 
of space was 60 sq. ft. at Bangkok. 
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No meaningful space data have been obtained from the American Republics area, 
except for the 500 sq. ft. in Sao Paulo. A space of 240 sq. ft. at Santiago, 
Chile, is occupied by four people and cannot be considered in any manner as a 
Commercial Information Center. 


In reviewing the reports of posts in the EUR area, only 13 of 8&6 gave the 
dimensions of the commercial reading room. In Brussels, 400 sq. ft. was provided — 
an adequate space. In Kingston, Jamaica, the space is a mere 54 sq. ft. Over-all 
average for the 13 posts is only 19 aq. ft. 


Reference Materials 


The publications required in the commercial library vary from post to post, 
depending on the nature of economic development and extent of commercial activity. 
In all cases, however, the commercial library is required to have certain basic 
reference books. These include the more important national directories, classified 
telephone directories of selected cities, marketing guides, and statistical publi- 
cations. 


Among the other types of publications that are recommended for commercial 
libraries and which are provided -- gratis — are the many trade and industry 
publications of the Department of Commerce, a wide range of business publications, 
house organs of active business firms in the U. S., records of meetings of American 
business and professional organization, U. S. trade fair catalogs, and special 
publications dealing with important factors of American international trade, travel 
and investment. Arrangements are made for these publications by the Department of 
Commerce based on the examination of all available data. Few of these publications 
are in the language of the countries concerned, 


Certain publications, including classified telephone directories and specialized 
texts, are available only by purchase. This has militated against the effective 
stocking of most commercial librarfes in the Foreign Service, since funds for pur- 
chase of publications are included in the allocations for each post along with funds 
for many other requirements. The uncertainty and lack of positive direction to a 
coordinated procurement program for commercial libraries has allowed these vital 
operations for trade promotion to deteriorate in many areas. 


The voluntary cooperation of publishers and others in making their publi- 
cations available gratis to the Embassies and Consulates is to be commended, and 
the spirit of working together which this has engendered is a very valuable asset. 
However, from a practical standpoint, there must be established a minimum of 
required stock for each and every post which must be maintained on a current level. 
Classified telephone directories mst not be allowed to fo out of date, to be 
replaced at the inspiration of individual employees always subject to the avail- 
ability of budget. For classified telephone directories alone, the needs of the 
Foreign Service approximate $10,000 each year. 


55506 O—60 23 
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Annex A 
Page 1 
2/12/60 


SUGGESTED CATEGORTES OF POSTS FUR US: BY WORKING GROUP VII 


As a guide to more effective programming and evaluation of post needs 
for commercial facilities, including libraries and reading rooms, it is 
posed that each Foreign Service post covered by this survey be grouped 
in one of five categories. determined by levels of commercial importance. 
In the categories. as listed below, consideration has been given to the 
four categories of export markets developed by Working Group I and to 
the suggested four priorities for staffing used by Working Group IV: 


- Posts in capitals and/or chief commercial centers 
in countries which are primary markets for U.S. products and in other 
countries which, because of large populations and great potential for 
economic growth. merit special consideration for augmentation cf 
commercial facilities in order to expand or retain the U.S. share of 


imports . ° 


- Posts in capitals and/or chief commercial 
centers in countries which are substantial markets for U.S. products: 
afd important poste in large, underdeveloped countries where increased 
trade promotional activities are deemed essential not only to stimlate 
larger purchases of U.S. products but also to ensure the U-S. future 
position. 


Third Category ~ Posts in capitals and/or principal commercial 
centers in smaller countries which are yood but relatively limited 
markets for U.S. products and in which a moderate increase of trade 
promotional activity would appear justified to ensure retention or 
increase of the U.S. share of imports. Included in this category 
are (1) posts in emergent countries with some growth potential for 
U.S, imports, and (2) eubsidiary posts in countries which are of 
primary or of substantial marke: potential for U.S. products 


~ Posts in capitals and/or commersial centers ir. 
countries with very limited actual trade and equally limited potential 
for an increase in U.S. impor*s but where the "U.S. presence" is deamed 
useful not only to ensure a modest share cf the market but also to 
pave the way for eventual greater participation in the market 
Included in this category are posts in the less important cucmercias 
centers of countries placed in the preceding categories 


C. ~ Consulates in areas of negligible commercial 
umportance in the respective country The 24 Censular Agencies are 


included in this category solely for the purpose of having then 
maintain comercial libraries of Catezory 5 standards. 
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Fvinesos Publice tions (Cont'd) 
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D. Business Publicotions (Cont'd, ) 


Cost Ceternry of 
ts wes Post ‘ 
American Fngincer & 3,00 1,2 
Costructor Directory 2.90 1,2 
Constructio:: Equipment Operation 
and Maintenance 2.00 1,2,3 
Contractors and Forineers 5.90 1,2,3 
Engineerinr News Record 6,00 1,2,3,4 
World Consturction §.CO 1,2 
Roais and Streets * 1 
Agricultural Fngineoring 5,00 1,2,3 
Agricultural Tngineering Yearbock 
(April issue of Arriculturs] lapincering) .50 1,2,3 
Implenent and Trictor 3,00 1,2,3 
Farm Chemicals 6.00 1,2,3,4 
Farm Chemicals ilandbook (May issue af 
above ) - 1,2,3,u 
Fishing Gazetie 3.00 1 
Quick Frozen Foode(Internaticnal) 
Retail 2,00 
Trade 6.00 1,2,3 
Shipping Digest 5.90 1 
American Fur Freeder 5.00 1,2 
Furniture Mam:fucturer 2,,00 1,2 
Upholste: ine Directory 
Aug. edition of Upholsterin;e 3.0 
Single cory 059 1 
Industrial Cas 5.00 1 
Gift and Art Buyers Directory 4,00 1,2,3 
Giftwares Buycrs Cuide 3.00 1,2,3 
dmerican Glass Review 00 1,2 
Internationa? ‘ape. Vark tine 1 fo 252 
Progressive Crocex rratis 1,2,3 
Hardware Age 10 1,2 
Hospitals 5.00 1 
Institutions Catulor Directory ~ 1 
Institutions 5.00 1 
Agericen Hotel Jovrnal . 1:8)3 
American "lotel Mazazine 3.90 1,2,3 
Hotel Monthiy 3,00 i523 
Automat ion rrotis 1,2 
Factory 4,00 1,2 
Maintenaace 3.9 1,2,3 
Modem Saritation 3.) 1,2,3,4 
Nondestructive Tectine 6.90 1,2 
Research and Fo: inerrinz : 1.2 
Industrial Desiyn Ja.90 1,2 
Machine and Tool YLirestory . 1,2,3 
Purchasing 4.co 122 
Jeelers' Buycrs Guide A 1,2 
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luggape and Lrather Goods Directory 
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Direc to 

River and “arbors 

World Ports & The Mariner 

Modern iiaterials HNardling 

Packing amd Shipping 

Mode n Fedicine 

American “achinist 

American Hachinist Production 
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pisgsnirs J 3 ‘ 

at : Catorzory 
coat of Post 

Vorld Ports end the "«riner =< 1, 2, 3, &, 5 

Diese] Prorress 85.00 22 

Diesel neine Cataloy 0 1) 2 

Tithoorrphers Sunply Catelog eee 1 

Americrn Ink Moker 3,00 1 


Packer Yresh Fruit. and Vegetabhis 
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Report by Working Group VIII 


Reporting 


The attached paper is the report of Working Group VIII which has been 
approved for submission to the Steering Group by State, Commerce and 
Budget members of the Working Group. 


Donald B. Calder, Chairman 
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REPORT OF WORKING GROUP VIII for a 


reduc 
Reporting } 
disco 
I. Summary Recommendations and f 


1. All posts should be immediately instructed to place a considerably greater 
emphasis in their commercial and economic reporting on those aspects which will be with 
of direct assistance to American businessmen in expanding their export sales, 


This emphasis should include: 


a. Continuous and systematic reporting on the commercial policies of other 
countries, including or supplemented by timely spot reporting on all factors affecting 
the local climate for American goods, 


b. Providing adequate and timely information on business trends and 
commercial developments. 


c. Providing punctually trade lists, timely world trade directory reports, 
and trade contact surveys, and in these reporting areas using greater initiative i 
and imagination in voluntary reporting. 


i. Using ingenuity and initiative in the preparation of required and 
voluntary market research studies and commodity and industry reports; in particular, 


’ 
these reports should stress export potentiality, and should be as brief as their 
subject permits. 


e. Providing information on obstacles to United States exports which 
require corrective action on tl rt of United States sellers, if they desire to 


j 
enter a particular foreign market } 


2. The Departments of State and Commerce should immediately commence consul- 
tations to improve the usefulness for export trade promotion of economic and com- 
mercial reports prepared by the Foreign Service. The two Departments should de- 
termine whether the CERP requirements as they are now drafted delineate as clearly 
as possible the types of information helpful to businesemen, Furthermore, the two 
Departments should review the pertinent sections of the Foreign Service Manual to 


clarify and strengthen the guidance t ssure that reports contain the maximum 
information useful in export trade tior es ynsultations should be com- 
pleted and the necessary instructions spares thin three months. 

3. All posts should be inst t reduce the number of man hours devoted deter 
to the preparation and transmitta f sort Opportunities. Posts in countries and t 
having an adequate national , rime r business export trade promotion office incre 
Should forward all’ reques r r é port trade possibilities to such foreign 
agencies, except on those when the reporting officer believes that the 
jirect submission of the Im rtunity would be of positiva benefit to US to de 
foreign trade in the area, or to the office in its relations with the local limit 
business firm. In countries wi » there is no adequate governmental or business 
organization carryin . trade promotion for that country--mainly less- 
jeveloped cowitries--the eign Service post should transmit the Import Oppor- 


tunity to Washingtor 


128 
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4, It is the conclusion of the Working Group that there is no obvious basis 
for a generalized reduction in the ERP requirements as they now stand. Specific 
reductions should be made as follows: 


a. The Department of State should issue instructions for the immediate 


discontinuance of the Weekly Economic Review at present required from 51 posts, 
and for its replacement by a bi-weekly economic review. 


b. The Department of State should enter into immediate consultation 
with the Department of Commerce: 


(1) To achieve a transfer of the original drafting of World Trade 
Information Service material from the posts in the Near East and Africa 
to the Department of Commerce; 


(2) To determine the number of details which can be excluded from 
the reporting on building and construction; 


(3) To minimize the amount of information which is acceptable to 


Commerce in transportation and utilities reporting; 


(4) To 





the most important commodities, on a country 


country basis, for which reporting is required, and the types of 








modity information which are essential 


These consultations should be completed and the necessary instructions 
sent to the Foreign Service within three months. 
c. The Department of State should consult with all interested agencies: 

(1 To reduce the frequency of req itive reports wherever 





possible; 


(2 To identify individual requirements in CERPs for particular 
countries which can safely be eliminated; 
(3 To achieve agreement on a basic reworking of Section D, the 


alert list of the CERPs, to give greater emphasis to 
support of the export trade promotion drive while sti 
essential needs of end-user agencies in addition to C 


information for the 


These consultations should be completed and the necessary instructions 
sent to the Foreign Service within three months. 


T 1 . 7" 7 
° ne nv ‘aep tmental Committee « Lo is snoulcd C requested t 
d The Interdepartmenta mmittee on Tourism should be requested to 
determine the types of information at present collected which may be discontinued 
and the categories of new information required to support the American campaign to 


increase travel to the United States. 
e. The Department of State should a; the Department of the Interior 
tq determine whether the extensive requirements fisheries reporting can be 


limited, for example, on a classification system based on a minimum percentage of 
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the national fish catch entering international trade from the country reported on, 
or a minimum percentage of fish imported into that country from the US. 


5. The Department should issue instructions to the Foreign Service for 
additional reporting required by the Department of Commerce to fulfill the essential 
needs of the export trade promotion drive, A preliminary report from Commerce 
indicates that spot reporting on industries and market surveys may increase from 
a present annual rate of 18 to about 40 coordinated studies a year. Reports for 
each such survey are usually requested from between 4 to 30 Foreign Service posts, 
However, expansion of reporting should progress in step with the Department of 
Commerce's ability to use additional information effectively in the export drive, 


II. 
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II. Budgetary Impact 


No immediate budgetary impsct is anticipated from the recommendations of the 
Working Group, as any savings that might be realized from reductions in present 
levels of reporting by the Foreign Service which were found to be feasible would 
be offset by new reporting needs generated by the export promotion drive. At least, 
in the intial stages of the program, the increases and reductions proposed by the 
Working Group would be of approximately equal magnitude in terms of the overall 
volume of reporting involved. Accordingly, in fiscal year 1961 the Working Group 
anticipated no necessity for increasing the size of the economic and commercial 
reporting staffs at existing Foreign Service posts on the basis of new or added 
requirements arising from the export promotion program. At the same time, the 


Group sees no opportunity to effect net savings through substantial cuts in existing 
economic and commercial reporting activity. 


Although the Working Group considered that at present no very substantial 
increases in the volume of reporting could be justified as necessary to support 
.the export promotion drive, it should be noted that this conclusion reflects in 
part the Group's judgment of the amount of economic and commercial information 
that can be utilized effectively, given the present level of staff and trade pro- 
motion activity in the Department of Commerce and other Government agencies. On 
the assumption that requirements of the new program will lead to expansion of the 
resources available in the Department of Commerce for export promotion, the Work- 
ing Group believes that real needs for additional economic and commercial report- 
ing by the Foreign Service will emerge as the export drive gains momentum. As 
noted elsewhere in this report, certain types of commercial reporting are directly 
related to the level of interest in export trade and to promotional activities in 
support of expanding exports. Therefore, the Working Group is of the opinion that 
in fiscal year 1962 and subsequent years significant increases may be required in 
the staffs at Foreign Service posts engaged in reporting on industrial developments 
and commodities of interest to American business, and particularly on those report- 
ing services directly linked to trade promotion, such as trade lists, World Trade 
Directory information, trade contact surveys, specific commodity reports, etc. 
the éxtent, of the expansion that may be needed in such services will depend to 
some extent on the capability of the Department of Commerce to utilize additional 
information effectively and more importantly on the demands of the American busi- 
ness community for information and services based on foreign reporting. The lork- 


ing Group is unable, however, to make a quantitative estimate of probable future 
additional reporting requirements. 


Individual contacts with foreign businessmen by the Foreign Service are not 
normally considered part of the reporting function, yet such contacts do generate 
reports. Although the Working Group envisages a considerable expansion of direct 
contact activity by the Foreign Service, it does not expect additional formal re- 
porting requirements growing out of such contacts because reports of this type 
are generally made directly by the officers establishing the contacts. 


55506 O—60 28 
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III. Present Situation 


A. Comprehensive Economic Reporting Program and One Time Reports 


At present there are 105 Comprehensive Economic Reporting Programs (CERPs), 
Each is a carefully tailored program designed to provide economic and commercial 
information on a foreign country which will be of maximum value to governnent 
agencies in Washington and to the American business community. No CERP is exactly 
like any other. The information requested is that which reflects developments in 
significant sectors of the local economy in which there is an interest in the 
United States. These requirements are only established after careful interdepart- 
mental consultation and negotiation in which at all times a major consideration ig 
the elimination of unnecessary reporting requirements. The interiepartmental char- 
acter of the program arises from the necessity that the Foreign Service fulfill its 
statutory obligation to provide foreign economic data to all interested Federal 
agencies. 


The CERP consists of 5 sections: Section A - requirements for one-time basic 
reports on particular facets of a countryS economy or or major individual indus- 
tries. Section B - requirements for the transmittal on an annual, or other repeti- 
tive basis of statistical information regarding basic economic developments in the 
countries to which the CERP applies, on industrial activity, on production of basic 
materials, on industries, on national finances, population, etc., with appropriate 
commentary. Section C - requirements for repetitive analytical reporting and 
generalized reports on economic developments in the country at at large, or in the 
most important sectors. These reports are occasionally combined with Section B 
reports and contain the essential statistical information required, and provide 
the appropriate analysis of these figures and discussion of most recent develop- 
ments. Section D - is the Alert List, which indicates generally fields of inter- 
est to the American business community and government agencies in Washington, in 
which significant developments should be promptly reported. Section E - is mainly 
composed of reporting requirements of direct interest to the American business com- 
munity, and is the one Section devoted substantially to providing detailed trade 
promotion information. 


Careful study and analysis of the CERPs have shown that information of import- 
ance to American businessment in an export trade drive is provided in considerable 
volume by requirements in each section.. Businessmen when contemplating foreign trade 
are normally faced with the need for information at two distinct levels: the business- 
man needs general information as to the basic conditions in the foreign country, in- 
cluding its standard of living and the present business climate, as well as informa- 
tion regarding regulations governing foreign trade, customs duties, etc. This 
information provides him with a basis for assessing whether there is a likelihood 
that his product is saleable in the local market. 


In addition, he needs specific information regarding marketing practices, the 
various firms importing the material he has to offer, plus details as to local 
qualities, styles, standards or operating requirements. He also may wish to know 
whether a particular firm is reliable. These last items of information are generally 
grouped under the head of trade promotion data. 


Sections B, C, and D all require the transmission of information of great 
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importance to businessmen in their general analyses of foreign markets. Sections 
A D, and E with their requirements for specific information on individual indus- 
tries, or reports on governmental regulations, law, and administrative decisions, 
all call for specific information of great value for trade promotion itself and 
for many details which help businessmen evaluate sales possibilities. 


The view has been expressed that large areas of reporting called for under 
Section B of the CERP do not contribute directly to the promotion of U. S. exports. 
Even if this were entirely true, the elimination of these requirements would 
seriously handicap major government agencies in carrying out analyses of basic 
foreign economic conditions which are essential to the performance of their func- 
tions. 


It should be noted also, however, that information transmitted under Section 
B of the CERP has value for export trade promotion. Sub-section 1 on foreign trade 
and investment request detailed statistics on world trade, trade with the Soviet 
Bloc and, in appropriate countries, on foreign investments. Sub-section 2 requires 
descriptive information regarding the levels of domestic activity in terms of na- 
tional accounts figures and miscellaneous economic indicators, Subsection 3 re- 
quires information on finance and related matters, such as central government 
fiscal operations, international currency reserves, the balance of payments, money 
and currency, and where appropriate, on banking, insurance and the local capital 
market. 


Such information provides the basis for analysis of foreign economic condi- 
tions which are brought to the attention of the business cumnunity through corres- 
pondence, interviews, and the publications of various government departments used 
either directly by the businessman himself or his consultants, or made available 
te him directly through banking institutions, trade associations, or other organi- 
gations serving the businessman. 


The Foreign Service renders extensive services to the Department of Commerce 
in furtherance of its objective to help the American business community to expand 
foreign trade. All Foreign Service reporting under CERP is available to the De- 
partment of Commerce. The Department of Commerce also receives a large number of 
one-time economic and commercial reports prepared in answer to specific instruc- 
tions sent on its behalf to the Foreign Service, 


In calendar year 1959, 77,855 despatches (including airgrams) and 2),,693 
telegrams were received by Commerce from the Foreign Service. These totals in- 
clude voluntary and alert reporting by the Foreign Service as well as that which 
is required under CERP or by individual instruction. 


Not all of these 102,500 communications related to export trade promotion. 
For example, 20,236 despatches and telegrams were on export control or East-West 
trade matters, and perhaps an additional 2,500 telegrams related to administrative 
details of the Trade Fair program. Many of these trade fair messages were pre- 
pared by representatives of the Office of International Trade Fairs detailed to 
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fairs abroad. 


The following figures illustrate some of the important trade promotion uses 
to which Commerce puts this information. The Trade Development Division of Com. 
merce reports that it received and analyzed 22,686 foreign market reports. The 
Division loaned 1,231 despatches directly to United States firms so that they 
could study the economic and commercial information in them. In addition, 29,783 
despatches were sent to the Field Offices of the Department of Commerce for their 
information and for dissemination to the business communities of their regions. 
Likewise, the business and Defense Service Administration and other areas of Com 
merce made available large numbers of reports to U. S. business. 


Despatches containing specifications on foreign bids of interest to many 
American industries were received on 1,660 occasions and 2,196 Investment Oppor- 
tunities were reported by Foreign Service posts. 


In addition to the despatches and telegrams mentioned above, the Foreign 
Service also prepares and transmits to Washington World Trade Directory reports, 
These reports contain credit information and a general assessment of business 
standing and technical and sales facilities on individual foreign firms. These 
reports may be requested by the Department of Commerce as the result of an inquiry 
from an American firm interested in entering into business relations with the for. 
eign firms on other occasions they are required as part of another report, such as 
a trade opportunity. Lastly, the Foreign Service submits them on a voluntary basis 
if the foreign firm appears particularly well suited as a contact for American for. 
eign trade. In calendar year 1959 the Foreign Service supplied the Department of 
Commerce with 19,973 World Trade Directory Reports of which 17,181 were required or 
requested and 2,792 voluntary. 


Trade Lists - highly specific information on foreign firms in a particular 
industry, trade, or line (name, address, size, number of salesmen, particular 
specialties handled, etc.) - were submitted on 670 industries, trades or lines; 
almost all on instructions originating in the Department of Commerce. 


A highly individualizod service to an American firm is the Trade Contact 
Survey, which is carried out by a Foreifn Service post under instructions from the 
Department of Commerce. This survey is a canvass of the local foreign business con- 
munity to find the names of a number of firms fulfilling given requirements of the 
interested American firm so that it can choose a competent reliable agent, distri- 
butor, supplier or licensee. In 1959 the Foreign Service completed 183 such studies. 


where there is trade, commercial misunderstandings or conflicts are likely to 
arise. In calendar year 1959 the Foreign Service handled and assisted in settling, 
insofar as possible, 626 trade disputes arising from complaints by American export- 
ers or importers, or by foreign purchasers of fmerican goods or services. In addi- 


tion, 325 alleged patent or trademark infringements were investigated by the Foreign 
Service. 


On an alert basis the Foreign Service provided Commerce with 1399 Export Trade 
Opportunities during calendar year 1959 and 1753 Import Trade Opportunities. (The 
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ratio of total trade opportunities was 55.6 import and hl).l% export). In addition, 
1168 Agency Opportunitics were likewise sent in from the Foreign Service posts. 
these are the reports most directly connected with trade promotion. These inform 
Washington of specific instances in which knowledge has come to the attention of 
foreign Service establishments that a business opportunity exists or a firm is 
actively interested in receiving an agency for the sale of \merican goods. 


The Foreign Service, in addition to its services to the American business 
community through information provided government agencies in Washington and later 
passed on by them, has direct contacts with Americans who wish to enter into busi- 
ness relationships abroad. In 1959 the Foreign Service replied 19,139 times (ap- 
proximately 1,600 replies per month) to inquiries from persons and firms in the 
United States who desired commercial or economic information. The inquiries 
covered the whole range of commercial needs: possible customers for US goods, in- 
formation about foreign government customs tariffs, or other laws or regulations, 
or foreign sources of supply, etc. The replies to these inquiries are a portion 


of the reporting job of the Foreign Service and a very valuable source of direct 


information for the business community as to the possibilities and problems of 
foreign trade. Under present instructions the Foreign Service replies to direct 
business inquiries ranged from the furnishing of comprehensive materials to routine 


notification to the inquirer that his inquiry had been referred to the Department 
of Commerce. 


The preliminary set of papers on export trade promotion presented by the 
Department of Commerce emphasizes a need for information for the use of the busi- 
ness community, much of which is already being provided by the CERP. Commerce's 
suggestions would add to rather than subtract from the reporting requirements es- 
tablished under the CERP. This re-emphasis on information already required has 
reinforced the Working Group's conclusion that it is inadvisable to make any 
generalized major reductions in CERP reporting. 


In five papers, IAI, II Cl, IIC 6, IIC 7, II C 8, the Department of 
Comerce asks for information on a wide variety of fields: specific information 
on restrictions on US trade and exports; more and more timely information on the 
basic economy and on commercial developments; additional reporting on commercial 
arbitration information; commodity information on foreign markets; tariff and 
trade policy information; periodic market indicator reports with information on 
price and production indices; information on individual foreign country trade 
patterns; reports on developments in transportation and public utilities. 


In particular, in Commerce paper II C ; on page 2, 15 industries are listed 
for which basic statistics and explanatory comment are required and necessary. 
However, some of this information is already being largely supplied under present 
CkPs. For instance, in Section B of the CERP for a highly developed industrial 
comtry (United Kingdom) statistics and analyses for 13 of these 15 industries are 
ilready called for. The only areas mentioned by Commerce for which reporting is 
not at present required under Section B of this particular CERP are foodstuffs and 
atomic energy, but the latter is covered in the Alert List (Section D). 


Despite the broad character of these Commerce suggestions, it should be noted 
that certain major industrial items, such as coal, coke, and petroleum and its prod- 
wets, are not mentioned in the Commerce paper. However, their inclusion in the re- 
porting program is required by the Department of Interior and because of their great 
basic significance to the American eonomy and Americans interested in the export 
trade the Department of Commerce also needs information on these industries. 
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B. Foreign Service Manual 


Complementing the CERPs is the Economic Manual which provides guidance to 
economic and commercial reporting officers on the information to be included in 
the various reports called for under the CERP. The Manual also contains instruc. 
tional materials regarding technical aspects of the reporting in these various 
fields. At present there are four chapters to the Economic Section of the Manual 
covering information of particular interest in a trade promotion drive: 


General Economic Reporting 


(Economic Summaries and Reviews; National Income and Product Accounts; 
Industrial Production; Wholesale and Retail Trade; Prices and Cost of 
Living; Balance of Payments; Foreign Trade: other General Economic 
Indicators). 


Economic Policies, Programs and Practices 


(Tariffs and Customs; General International Economic Policy; East- 
West Trade; Economic Development and Foreign Investment; Production 
and Trade of Raw and Strategic Materials; Restrictive Business Prac- 
tices; Patents, Trademarks, and Copyrights; Other Domestic Economic 
Programs and Controls; Other International Policies and Practices; 
Legislation, Regulations, and Decrees). 


Industry and Commodity Reporting 


(Nature of Industry and Commodity Reports; Mining and Metals; Fuel 
and Power; Other Materials and Processing; Other Manufacturing; 
Transportation, Communications, and Utilities; Other Industries; 
Operating costs and Practices of Foreign Flag Carriers). 


Trade Protection and Promotion 


(World Trade Directory Reports; Trade Lists; Trade Opportunities; 
Trade Complaints; Private Investment Opportunities; Trade F8irs; 
Trade Missions and Exhibitions; Travel and Tourism; Insurance). 


As can be seen from the foregoing list, information of great importance to 
any businessman entering foreign trade is covered in considerable detail. Refer- 
ence to any one of the sections themselves shows that the requirement gets dow 
to specifics which aid a businessman in forming opinions as to the saleability of 
particular types of goods. In most cases in which information on industries or 
commodities is of importance the guidance in the Manual has been drafted in the 
Department of Commerce. 
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IV. Evaluation 


The Working Group believes that the information required under the current 
CERPs is of great utility to the American business community in an export trade 
promotion drive. As noted in the summary recommendations, in certain minor areas 
it is possible to recommend a reduction in the flow of some reports from the 
Foreign Service. In other instances the Working Group recommends serious study of 
the information now being provided, looking toward changes which will aid more 
directly the efforts of American business to expand export markets. 


Basically the guidance provided by the Economic Section of the Foreign 
Service Manual helps officers abroad to fulfill their obligations in aiding 
American export trade. The Working Group's scrutiny of CERPs and the Manual has 
led to the conclusion that the export trade promotion drive could be assisted 
materially by a substantial shift of emphasis in reporting to make available 

nore information of direct benefit to the American businessman who seeks sales 
abroad, The Department of Commerce and other departments have cooperated in the 
past in the writing and preparation of the sections of the Economic Manual re- 
garding subjects on which their officers are expert. This cooperation should be 
continued so that the shift of emphasis and desired increased precision of 
reporting can be most effectively accomplished. The Manual in almost every 
chapter calls for transmittal of information about recent industry and commodity 
developments, However, in most instances it does not explicitly spell out the 
details essential to enable the American businessman to judge the export possi- 
bilities which may arise from these developments. Recommendation (1) is intended 
to achieve this shift in emphasis; recommendation (2) calls for consultation with 
the Department of Commerce to achieve a further clarification of the specific 
details which will be of maximum use to the American exporters, 


Given the great need to increase exports from the United States, it is 
desirable to suggest a saving of the man hours at present being expended on the 
preparation of Import Opportunities particularly from those countries where the 
local government or business community has an organism already in existence 
capable of providing its own businessmen with this service, It is clear that in 
many of the less-developed countries the United States has a positive interest in 
the expansion of their export trade. In such cases, where no local institution 
is available to provide this service to the country's ow traders, the Foreign 
Service should continue to provide this aid. 


It is the Working Group's opinion that it is possible to eliminate certain 
reporting as specified in recommendation (4), The development of specific changes 
in reporting requirements must take into consideration the needs of many govern- 
ment agencies; therefore, the Working Group could not always be highly specific 
in its recommendations. This consideration does not apply to the Weekly Economic 
Review, a report of interest primarily to the Departments of State and Commerce, 


Basically, the action contemplated in the recommendations of the Working 
Group would reinforce, but on a more positive and aggressive basis, the review of 
reporting requirements which is a continuing function of the Foreign Reporting 
Staff (REP). The Working Group considers that while present procedures for 
screening reporting requirements have been generally effective in tailoring 
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instructions to reporting posts in such a way as to minimize unnecessary reporting 
a@ more aggressive approach, supported by explicit statements of policy objectives 
at appropriate levels within the Government, might well yield further reductions in 
reporting now required and would definitely make possible a higher degree of 
selectivity and greater emphasis on types of information specifically useful for 
export promotion purposes, 


It is the opinion of the Working Group that as the export trade promotion 
drive gets underway there will be an increase in the demand for economic reporting 
from the Foreign Service both on the level of industrial analysis and on the leve) 
of the specifics of export trade promotion, narrowly defined. In particular, as 
the export drive gains momentum needs can be clearly foreseen for increased 
reporting on, as examples: 


1. WTD's - with more Americans trying to sell to more foreign firms, requests 
for information on individual foreign firms will certainly increase, 


2. Trade Lists - the need for more varied and more up-to-date trade lists 
will increase as new trade possibilities open up for American goods 
(e.g., a8 imports of U.S. consumer goods are liberalized by countries 
imposing restrictions) and as American interest itn selling abroad 
increases, 


3. Industry and Commodity Developments - here, too, the steady opening of 
markets hitherto restricted, coupled with technological developments, 
will broaden the range of commodities which Americans wish to sell abroad, 


and will call for more industry and commodity reporting in support of 
their efforts. 


4, Export Trade Opportunities - the more intensive efforts of the Foreign 
Service to uncover such opportunities should lead to a sharply higher 
flow of reporting on specific export opportunities, 


The Working Group believes that the volume of economic and commercial material 
now being received in Washington is approximately as large as the present staff of 
the Department of Commerce can effectively use in its export trade promotion work, 
If the recommendations of the Working Group are adopted their implementation should 
cause an immediate increase in the quantity of reporting of particular interest 
to the business community, balanced at least in the initial stages of the export 
promotion drive by a drop in reporting of less direct business interest, It is 
further believed that this increase will place additional burdens on existing 
staff in the Department of Commerce, 


Present reporting requirements are so broad that little more specific in 
terms of additional reporting can be suggested without detailed consultation with 
experts of the Department of Commerce and other agencies, 


It is the belief of the Working Group that a substantial change in reporting 
emphasis and a sharpening of the type of detail at present transmitted by the 
Foreign Service are the areas which promise to yield the greatest benefit to the 
@xport promotion drive. In other words, it is by modifying the content, of present 
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FOREIGN COMMERCE STUDY 439 


rather than by increasing its volume that the greatest immediate benefit 
will accrue to the American business community in efforts to expand the export 
trade. 


V, Recommendations 


The Working Group believes that Part I, Summary Recommendations, and the 
commentary found in the draft instruction to all Foreign Service posts (Annex 1) 
do not require further expansion. 


Attachment: 


Annex I - Draft instruction to all Foreign Service posts, 
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ANNws_ I 


DRAFT INSTHUCTION TO FORSIGN S#kVICE IMPLEMENTING 


RNCOMMENDATIONS OF WORKING GROUP VIIT 


The Steering Group in arriving at its conclusions was supported by a number of 
Working Groups. The recommendations and report of Working Group No. 8 on Reporting 
are attached for information. 

The following instructions are intended to implement immediately certain of the 
recommendations as approved by the Steering Group, and are designed to achieve a shift 
in emphasis and a sharpening of detail in economic and commercial reporting, rather 
than to bring about a greater overall volume of reporting. 

1. In order to support the U.S. export promotion drive, posts are instructed to 
place a considerably greater emphasis is their commercial and economic reporting on 
those aspects which will be of direct assistance to American businessmen in expanding 
their export sles. 

This emphasis should include: 

a. Continuous and systematic reporting on the commercial policies of other 
countries, including or supplemented by timely spot reporting on all factors affecting 
the local climate for American goods. 

b. Providing adejyuate and timely information on business trends and commer. 
cial developments. 

c,. Providing punctually trade lists, timely world trade directory reports, 
and trade contact surveys, and in these reporting arcas usin greater initiative and 
imagination in voluntary reporting. 

d. Using ingenuity and initiative in the preparation of required and 
vo! Gntary market research studies and commodity and industry reports; in varticular, 
these reports should stress export potentiality, and should be as brief as their sub- 


ject permits. 
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e, Providing information on obstacles to United States exports which re- 


quire corrective action on the part of United States sellers, if they desire to enter 


a particular foreign market. 


Commentary: The Foreign Service has been providing much high quality reporting, both 
required and voluntary, in all these fields. Present needs require, however, a shift 
in reporting emphasis and a sharpening of detail to make reports more useful to U.S, 
exporters. The American businessman needs timely, precise and detailed information 
about export opportunities, about changes in regulations which may affect his foreign 
gales, and about the economic and dommercial policy climate abroad, particularly as 
they relate to U.5. export possibilities. As specific export opportunities develop, 
he needs timely and detailed information about possible customers (trade lists and 
WID's) and possible agents or agencies. To conserve his time (and to increase the 
probability that he will use reports), he needs reports that are as brief and to the 
point as their subject permits, 

In the commercial policy field, posts should be alert to prospective developments, 
and should report their evaluations of effects on specific U.S. exports. Developments 
giving promise of increased U.S, exports should be reported as quickly as possible, 
pinpointing commodities likely to benefit and outlining what U.S. business can do to 
take advantace of new opportunities. 

Posts should be alert to reporting needed to support U.S. business efforts to in- 
crease exports - for example, as specific opportunities are uncovered, would U.S. 
business be materially assisted by timely preparation of trade lists and world Trade 
Directory Reports, If U.S. exports are being impeded by specific conditions, report- 


ing of the facts plus action sugyrestions are needed, 


as 


All reporting should attempt to identify commodities, and potential customers, 


precisely as possible, A report indicating that opportunities exist in particular 


markets for U.S. canned gools is useful, but a report specifyins that there are par- 
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ticularly good opportunities for, say, sales of No. 1 cans of fruit cocktail and No, 
2-1/2 cans of peaches to particular wholesalers ‘in Frankfurt is much more so. In the 
same vein, a report revarding competition which "U.S, chemicals" are facing in a par. 
ticular market is not nearly so useful as one which gives the picture for specifically 
identificd chemicals, 

aensral economic information, including statistics, is of great use to U.S. ex. 
porters, and will continue to be reported. Such reporting should, however, have as 
one major point of reference the U.S. need to increase exports. General reporting is 
not a,substitute for the detailed, precise, export-oriented reports which this instruc. 
tion is intended to elicit. 

Reporting to support an export drive will always depend heavily on the initiative 
imagination and ingenuity of reporting officers. Seoing a product on display in a de. 
partment store may lead to investigations that reveal good market possibilities for 
similar U.S, items, and ultimately to a report giving specific conclusions and the 
facts on which they are based. A foreign businessman's comment that a particular’U,S, 
product cannot be sold because of style or other design factors may provide a valuable 
lead. U.S, firms may not always be willing to produce the product demanded by a par- 
ticular market but at least they should know what the demands of that market are, 

2. All posts are instructed to review. their activity in the preparation of In 
port Opportunities in order to reduce the time spent on such reports. Posts in coun- 
tries having adequate governmental or quasi-governmental export trade promotion agen- 
cies should, commencing immediately, refer to such foreign agencies all requests fron 
local businessmen regardinz opportunities for selling to the U.S. Posts may make 
exceptions to this rule when it is believed that submission through existing normal 
channels of the Foreign Service and the Department of Commerce would be of substantial 
benefit to 'Jnited States exports to the area or would substantially benefit the post 


in carrying out its zeneral objectives, 
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Posts where there is no adewunte local orvanization carryinj; out their nat 
export trajve promotion (nam ly, in some of the less developed countries) should trans- 
mit Import Upportunities to Washinton in accordance with existing instructions, 

tach post shall] inform Washington which of the two procedures outlined above it 


will generally follow. if a foreisn amency is to be used it should be identified. 


Commentary: Forcign Service assistance to the U.S, export drive will require addi- 


7 


tional efforts at many levels, One way to help posts carry this load is to reduce 
economic circumstances and the realization of many of our objectives in the foreign 
economic field, the preparation of import opportunities by the Foreign Service no 
loncer merits the same emphasis as it has in the past. [his instruction spelis out 
the reporting chanzes in this field which are appropriate to today's situation 

}. Posts which are now required to prepare a Weekly sconomic review sna dis- 
continue its preparation immediately, and prepare instead a bi-weekly economic review, 
fhe modification of this requirement, hewever, makes it important that posts be fully 
aware of their present resnonsibilities, as outlined in Section D of the CERP, to re- 
port on an alert basis events of economic and commercial significance including bu 
ness trends. Attention of posts is drawn to the fact that existing instructions re- 


quire that. important developments be reported in appropriate detail by separate des- 


patch, even when noted in the ‘ieekly HKevic 


Commentary: The conversion of the “eekly economic Keview into a Bi-weekly sconomic 
Heview is intended to moke available to economic and commercial sections more time 
needed to promote U.S, exports in various ways, including the preparation of reports 


of direct interest to U.S. businessmen as discussed in Instruction 1 above. 


r 

4, Consultations hetween the Department, the bepartment of Commerce and other 
user ayencics are proceeding as recomnendod in Sections I 4 b - e and 1 5 of the on- 
closed report of orkin Group No, 8 on eporting. Instructions reflecting results 


of these consultations wil! be ued at lator daten, 
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THE INTERAGENCY ST&sRING GROUP FOR THE PROMOTION 
OF &eXPORT SALES 


Report by Working Group IX 


Communications 


The attached paper is the report of Working Group IX which has been 
approved for submission to the Steering Group by State, Commerce and 
Budget members of the Working Group. 








fhomas S. &stes, Chairman 
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THE INTERAGENCY STEERING GROUP FOR THE PROMOTION 
OF EXPORT SALES 


Report by Working Group IX 


Communications 


I. Summary Recommendations 


1. That the symbol "EXPORT" be used by originating officers to identify all com 
munications which they consider to be related to the Export Program. A draft Circular 
Instruction is attached at Tab A and a State Circular at Tab B which will also be used 
by the Department of Commerce. This would be effected upon receipt of the Instruction, 


2. That the "Advance Copy System" be used for the expeditious provision of 
copies of telegrams connected with the Export Program to the Department of Commerce vig 
the Commerce Liaison Officer. This system can be effected immediately. 


3. That the carbon copy of Foreign Service reports prepared at posts abroad be 
air pouched directly to: 


Foreign Service Operations Staff 
Bureau of Foreign Commerce 
Department of Commerce 


A draft Instruction is attached at Tab C. This can be accomplished as soon as the 
Instruction is circulated. 


It is understood that Working Group III will recommend increased messenger service 
between the Department of State and Commerce, which will make the above two systems 
effective. 


4, That, to the greatest extent possible, all communications connected with the 
Export Program be Unclassified. Tabs A and B include instructions to this effect, 
This can be accomplished when the Instructions are circulated, but continuing emphasis 
must be placed upon this recommendation to ensure against overclassification, or the 
overuse of administrative controls. 


5. That Foreign Service posts be authorized to transmit directly, in appropriate 
cases, letters prepared in response to inquiries from American businessmen, instead of 
through the Department of Commerce as under current procedures. (3 FSM 615.32). A 
copy of the reply and the inquiry should be sent to Commerce. The final paragraph of 
the reply should call attention to the facilities offered by the Department of Commerce 
and its field offices and to the fact that extensive commercial information is already 
available in that Department. 


Foreign Service Officers should continue to refer inquiries to the Department of 
Commerce for reply if they fall within the types mentioned in 3 FSM 615.31. ‘The law 
requires that much of the information pertaining to the fourth of these types must be 
charged for. 


A draft Instruction is attached at Tab D. This can be accomplished when the 
Instruction is circulated. 
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6, That no priorities be assigned to one-time Trade Inquiries (3 FSM 615) to 
the field and that "due date” priorities be substituted for numerical priorities in the 
case of one-time requests involving substantial workload. A draft Instruction is 
attached at Tab E. This can be accomplished upon receipt of the Instruction in the 
field. 


II. Budgetary Impac 


The budgetary impact of these recommendations would be negligible unless the 
volume of communications rises far above that anticipated. Some increased postage costs 
may be incurred by reason of direct replies to American business. 


a 


III. Present Situation 
1. Not applicable to Recommendation No. l. 


2. Copies of telegrams for Commerce are now routed through standard distribution 
channels. It should be noted that the Communications Liaison Staff (DC/L) was moved 
to its new space close to the Telegraph Branch on January 7, 1960. 


3. Copies of Foreign Service reports for Commerce are now routed through regular 
reproduction and distribution channels and no advance copy is sent to Commerce. 


4, Both State and Commerce have regularly stressed the importance of keeping 
classifications as low as possible. 


5. Replies from Foreign Service posts to business inquiries of the type de- 
scribed in 3 FSM 615.32 are now routed through Commerce resulting in some delay. 


6. The current priority system is applied to Trade Inquiries and other one-time 
("spot") requests. It is considered that commercial, information requests have re- 
ceived too low a priority in the past. 


IV. Evaluation 


1. The use of the symbol "EXPORT" on commmications connected with the Export 
Program will not only assist in their recognition and proper priority distribution, but 
should serve to identify and enhance the importance of the program. 


2. The "Advance Copy System” for telegraphic communications connected with the 
Program will ensure expeditious routing to Commerce of these messages. As soon as the 
number of copies required by Commerce have been reproduced they will be sent by special 
messenger (later by pneumatic tube) directly to the Liaison Staff, rather than being 
routed through the regular distribution system. Copies for State and other agencies 
will then be reproduced and handled normally. 


3. Pouching a carbon of Foreign Service reports directly to Commerce should en- 
sure the earliest attention to important trade opportunities or other matters related 
to the Program. 


4, Still stronger emphasis should be placed on keeping commercial communications 


Unclassified wherever possible. It is pointed out that even the Official Use Onl 
Classification calls for security procedures which inevitably delay handling and action. 


55506 O—60——_29 
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5. Direct replies to those inquiries to which Foreign Service posts now reply 
through Commerce should mean faster service for the businessman. The recommended fina) 
paragraph for these replies will inform the businessman that additional information 
may be made available by Commerce and should encourage the sending of future inquiries 
directly to that Department. If appropriate, Commerce will still be able to make in. 
formation contained in the reply available to the American business community. 


6. The removal of priorities for one-time Trade Inquiries should speed replies 
and encourage the business community to send more inquiries directly to the Department 
of Commerce, thus relieving the post workload since in the majority of cases Commerce 
will have the desired information in its files. The due date indicator in lieu of g 
numerical indicator under the criteria proposed in the Instruction will serve to raige 
the level of importance of the requests, speed response and thus give greater support 
to the Export Program. 


Vv. Recommendations 


It is believed that the summary in I above, together with the attachments, 
adequately covers the Working Group's recommendations. 


Attachments: 
Tabs A through E 
as stated. 
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Subject : Identificati bol and Classification for Export 
Prog h rial Communications 
To! All American Diplomatic and Consular Posts 


Reference: 


Effective immediately all communications relating to the Export Program should 





pear the symbol] as the first word of the subject of a despatch or the 


ra f 


first text word of a telegram or airgram. To the greatest extent possible, such 


communications should be Unclassified. When the communication is classified or admini- 








stratively i because of a reference to a classified or administratively con- 
trolled telegram, the communication should so state. When an administrative control 


symbol is applied to protect the source of information or for local reasons, the 


indicate. 


_ 
a 


communication sh n appropriate cases an indication that information 
can be published without attribution would be helpful. 
The drafting or signing officer will determine whether the subject matter of the 


4 4 } 


communication is in fact related to the Progran. 


This symbol will serve to identify the program itself and will assist in prompt 








recognition and distribution of nications both in the field and in Washington. 
Special procedures are to be established at field posts to ensure the most expeditious 
handling of both incoming and outgoing xT communications. Special procedures have 





been established in the Department for the prompt handling of EXPORT communications and 


field posts i also devise necessary procedures which will accord a high priority 
to the processing of these communications. 
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DRAFT TAB B 

DEPARTMENT OF STATE CIRCULAR 

SUBJECT: Export Program 

All communications related to the Export Program should bear the symbol "EXPorRT" Nos 
either as the first word of the subject of an Instruction or the first text word of a bub 
telegram or airgran. Tos 

To the greatest extent possible, such communications should be Unclassified. Whe, mete 
the communication is classified or administratively controlled because of a reference 
to a classified or administratively controlled telegram, the communication should go Sale 
state. When an administrative control symbol is applied to protect the source of in. aces 
formation or for local reasons, the communication should so indicate. In appropriate ate 
cases an indication that information can be published without attribution would be 
helpful. 

The 


repe 
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DRAFT TAB C 
UNCLASSIFIED 
Department of State Instruction 
No. 
Subject: EXPORT: Routing of Carbon Copy of Foreign Service Reports 
To! All American Diplomatic and Consular Posts 
Reference: 


In order to ensure expeditious handling of reports of importance to the Export 
gales Program, the carbon copy of Foreign Service Reports typed on Form FS 439-A which 
normally accompanies the original and mat, should be placed by the post in a separate 
air mail envelope and addressed to: 

Foreign Service Operations Staff 
Bureau of Foreign Commerce 
Department of Commerce 
The original and mat of the report should be transmitted in the usual manner, 


This will provide the Department of Commerce with an advance copy of EXPORT 


reports in which action may be taken pending receipt of ,reproduced copies. 


HERTER 
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No. 
Subject: EXPORT - Direct Routing of Replies to American Business Inquiries 
To: All American Diplomatic and Consular Posts 


Replies 


of Commerce in accordance with 3 FSM 615.32 should in the future be sent directly to 


the inquirer. 


Section 615.31, which shall continue to be handled as heretofore. 


sent by international air mail, APO, FPO or air pouch, whichever provides the earlies 


delivery of t 
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+ 


Department of State Instruction 


UNCLASSIFIED 








This does not apply to the types of inquiries referred to in 


he reply. If the air pouch, 


TAB D 


to American business inquiries which now are routed through the Departm, 


Replies should be 


the Department will affix United States 


postage to the envelope, but the post will be expected to use the fastest method of 


transmission regardless of whether it or the Department bears the postage 


"ost 


The last paragraph of all such replies shall be substantially as follows: 


“Copies of your letter and this reply have been forwarded to the Department 


of Commerce, which will supplement the information contained herein if it has 


addition 


offices maintain extensive files of commercial information received from Foreig 


al facts on this subject. 


Service posts throughout the world which is quickly available t 


community upon direct inquiry.” 


A carbon 


transmitted by the same method as the reply t 


Several 


copy of the reply, 


replies may be 


Foreign Service 


Bureau of 


included 


under 


Operations Staff 


Foreign Commerce 


Department 
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»f Commerce 
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together with a copy of the inquiry s 
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DRAFT TAB E 


tf 


UNC LASSIF IED 
Department of State Instruction 


No. 
Subject: EXPORT - Priorities 


To: All American Diplomatic and Consular Posts 
Reference: 

The increased emphasis upon the promotion of higher levels of foreign trade, 
particularly export trade, has required adjustments in the current priorities system as 
set forth in 3 FSM 030 and CA-9768 of May 11, 1959. 

I. Trade Inquiries (3 FSM 615) 

Effective immediately, numerical or due date priority indicators will not be 
assigned to one-time Trade Inquiries. In lieu thereof, posts will respond to such re- 
quests with the same promptness accorded to inquiries received directly from American 
firms in the United States (see 3 FSM 615) and (1 FSM II 132). Degrees of urgency will 
be indicated by the nature of the Trade Inquiry (telegram, airgram or instruction text), 
but in general posts will assume that such requests represent a need for information 
which is important to the Export Program, and that a careful review has been made to 
ensure that the information is not available in Washington. If a delay in obtaining 
the information is anticipated which in the judgment of the responsible officer would 
reduce or negate the timeliness and usefulness of the requested information, the 
Department should be advised accordingly. Efforts to obtain the information should con- 
tinue unless the post is advised to the contrary. Normally, and when information is 
readily available requiring only the necessary contacts to obtain it, the Department 
would expect such requests to be acted on immediately and replies transmitted within a 
few days. 

The Department anticipates that there will be a substantial reduction in the number 
of inquiries sent directly to field posts by American firms as soon as it is realized 
that requests addressed directly to the Department of Commerce receive prompt response, 
either because the information is readily available in Washington or is quickly made 


available through the Department of Commerce by the posts in response to a Trade Inquiry. 
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TAB E 


2. Other One-Time Requests 


A due date will be substituted for the present numerical priority for other 
one-time requests, which it is believed involve substantial workload or request infor. 
mation which may not be readily available. 

If the due date assigned is not realistic in view of circumstances of which 
Washington may not be aware, that fact should be communicated to Washington with an 
indication as to when the information might be expected. 

3. Application of Numerical and Due Date Priorities 

In the last analysis the Department relies on the judgment of field officers to 
ensure the most expeditious action possible on all requests. Im many instances it wil) 
be far more feasible to respond sooner to a request having a lower priority indicator 
because information is readily available, than to a higher priority requiring many 
contacts, research and analysis. The priority system, whether the indicator is a 
number or a due date, advises the post of the degree of urgency attributed to the re. 
quest by the originating agency. As indicated in 3 FSM 033, the usefulness of reports 
depends on timely receipt of information of value to United States Government Agencies 


in protecting or furthering United States interests. 





k, Quarterly Compliance Statements The 
app! 
Trade Inquiries need not be included in Quarterly Compliance Statements since Bud 


they are removed from the priority system and compliance will be indicated by post 


acknowledgment or response. 
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Report by Working Group X 
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The attached paper is the report of Working Group X which has been 
approved for submission to the Steering Group by State, Commerce and 
Budget members of the Working Group. 
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CONSOLIDATED STATEMENT OF RECOMMENDATIONS BY WORKING GROUP X 
ON TRADE FAIRS, TRADE MISSIONS AND TRADE CENTERS 


Trade Fairs 


1, It is proposed that U.S, official participation in international trade fairs 
under the President's Special International Program be expanded progressively over 
the next three years. 


2. It is proposed that within the present terms of reference for the Trade 
Fair Program, greater emphasis be ‘placed on the stimulation of trade through U.S, 
official participation in international trade fairs. 


3. It is proposed that industry--through an accelerated and comprehensive 
Government-sponsored promotion program--be induced to play a greater role in interna. 
tional trade fairs whether or not the U.S. is officially participating. 


Tr ssions 


1. It is proposed that the level of trade missions be raised frém the current 
number of 13 to 20 in fiscal year 1961. 


2. It is further proposed that the ultimate level of trade missions be raised 
to 25 by fiscal year 1962 so that on a 3-year basis trade missions may cover either 
annually, biennially or triennially all the important export markets in the world, 


3. In addition to the foregoing, it ‘is proposed that 2 to 4 specialized trade 
missions composed of specialists from one ffdustry Visiting several countries be 
operative by fiscal year 1962. 


4, It is proposed that trade mission’ be scheduled so that even greater 
emphasis may be given to emergent areas and other principal and potential U.S. export 
markets around the world, 


5. It is proposed that permanent U.S, Trade Information Centers be established 
in the 6 principal international trade fairs of the world which attract buyers froa 
all countries of the world, Milan, Hannover, Paris, Tokyo, Vienna, and either Utrecht 
or Brussels. It is proposed that two of these trade information centers for regular 
annual use be built in fiscal year 196] and that four additional trade information 
centers of this type be built in fiscal year 1962. 


6. It is proposed that the export promotion phase of the program be emphasized 
through increased attention to the business proposals program whereby trade missions 
increase their effectiveness to specific American exporters. 


7. It is proposed that greater attention be given by the Foreign Service, the 
Department of Commerce and the Field Offices to the follow-through activities of 
trade missions, particularly in the business proposals activities and through better 
exploitation of returned trade missions, 
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Trade Centers 


1. It is proposed that in fiscal year 1961 two U.S. trade centers be estab- 
lished as pilot operations; and that during the course of that fiscal year if 
possible & decision be reached regarding the desirability of an expansion or 
continuation of the program, 


2. It is proposed that concurrently a study shall be made of trade center 
operations in the United States and abroad, in order to ascertain the relative 
strength and weaknesses of existing foreign trade centers operating in the United 
States and in foreign countries. 
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I. SUMMARY RECOMMENDATIONS 
A. Expansion of U.S, Trade Fair Progran. 


That U.S. official participation in international trade faire under the 
President's Special International Program be expanded progressively over the next 
three years. 


B. Emphasis on Trade. 


That within the present terms of reference for the Trade Fair Program, 
greater emphasis be placed on the stimulation of trade through U.S. official parti. 
cipation in international trade fairs. 


C. Estab to ° 
That industry--through an accelerated and compreherisive Government- 


sponsored promotion program--be induced to play a greater role in international 
trade fairs, whether or not the U.S. is officially participating. 


II, 
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1, Bu Y_IMPA 


To properly staff for and mount an increased exhibit program, it is estimated 
by the OITF that budgetary needs for ensuing years would be: * 


FY 1960 - $3,411, 500 (Actual) 
$4,100,000 (Congressional estimate exclusive 
of $875,000 for Turin exhibit) 
$550,000 (Supplemental estimate required) 


FY 1961 - $4,650,000 (Total Requirement - FY 1961) 
FY 1962 - $6,092,000 
FY 1963 = $6,705,000 


Additional funds in the amount of $550,000 would be required in FY 1961 over 
the budget as submitted to the Congress in order to put this expanded program in 
operation, This amount would provide for two new demountable buildings and the 
necessary advance expenses for the two additional exhibits planned for the Fall 
of 1961, which is in FY 1962, 


The increase requested for FY 1962 would complete the financing of four more 
large-scale exhibits and provide advance expenses, including two additional de- 
mountable buildings, to house two more exhibits planned in the Fall of 1962, 
which is in fiscal year 1963. The cost of these additional exhibits is estimated 
to be $960,000. This is based on the best information available at the present 
time and it is believed the estimate would provide an adequate mechanism for 
promoting exports where possible in addition to increasing the psychological 
impact, Where it was necessary to provide a new demountable building to house 
an exhibit an additional amount of $125,000 has been added to the cost. While 
these buildings are used many times, the cost must be charged to the project where 
the building was initially used. An increase in OITF staff of 3% positions in 
FY 1962 is also required to implement the expanded program, Staff increases would 
be required in exhibit operations, as well as most of the supporting offices, in 
order to carry out the additional design, procurement, research, public informa- 
tion, industry relations, and administrative responsibilities of the expanded 
program. 


*The Department of State (and the Bureau of the Budget) representative(s) on 
this working group have not made determination with respect to the funds which 


the Department of Commerce believes necessary for the recommended expansion of 
the trade fairs activity. 


The program for FY 1963 requires funds to complete the financing of the 
four additional exhibits planned for that year. Staff increases of 16 OITF posi- 
tions would be required in exhibit operations, procurement, and administrative 
functions to carry out this program. It is anticipated that staff increases pro- 
vided in FY 1962 in other areas would be sufficient to perform the additional 
workload occasioned by the FY 1963 program. 
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III. PRESENT SITUATION 


A. Summary Recommendation No, 1: Situation Regarding Expansion of U.S, 
Trade Fair Program. 


In the first five years of operation under the President's Special 
International Program, the United States has staged 82 exhibits in 28 countries, 
both highly developed and less developed, and on both sides of the Iron Curtain. 
More than fifty million people have witnessed these exhibits. 


In the same five-year period, there were more than 1,000 international 
trade fairs, of which, as noted above, the United States participated in only 82, 
In the current fiscal year, 1960, the U.S. Government will sponsor 14 trade ex- 
hibits out of a total of 200 international trade fairs being held in various 
parts of the world. U.S. private industry, as it has in the past, will partici- 
pate in many of the fairs where the U.S. is not officially represented. 


B. Summary Recommendation No, 2: Situation Regarding Emphasis on Trade. 


The Trade Fair Program of the United States Government as it is pres- 
ently constituted, was originated in 1954 as part of a program under the 
President's Special Fund. Prior to that date the Department of Commerce had 
participated in a small way in several foreign trade fairs, as a matter of 
promotion of American commercial interests. 


The legislative basis of the present program is contained in PL-860, 
of August 1956, which authorizes the President to provide for "United States 
participation in international fairs and expositions abroad, including trade 
and industrial fairs and other public or private demonstrations of United States 
industrial accomplishments and cultural attainment ....". Executive Order No. 
10716 of June 17, 1957 makes the Director of the United States Information Agenoy 
responsible for the coordination of the program; gives the Director the Authority 
to allocate funds to the Department of Commerce to mount United States exhibits 
at foreign trade fairs; and provides for the establishment of interagency commit- 
tees as deemed necessary by the Director after consultation with the Secretary 
of State or the Secretary of Commerce, or both. 


The Departments of State and Commerce and the USIA have functioned as 
members of an interagency committee under the general aegis of the OCB, in 
conducting the Trade Fairs Program, 


Policy guidelines for the program were established by the Operations 
Coordinating Board on August 27, 1958. This establishes the purpose of the pro- 
gram as intended to “reveal to peoples abroad a true picture of the industrial 
accomplishments and related social and cultural attainments of the United States, 
the ever-growing strength of our free enterprise economy, and provide peoples 
abroad with information about the United States economic and social system in 
contrast to Communist-inspired distortions." The development of trade through 
trade fair exhibits was recognized as a possible derivative benefit, but not as 
an objective of the progran. 


The guidelines were subsequently amended to recognize that the stimu- 
lation of trade through trade fair exhibits can contribute to the over-all 
objectives of the program. 
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Other nations, including those of the Sino-Soviet Bloc as well as America's 
friendly competitors like Great Britain, West Germany, France, Italy, Japan and the 
Netherlands, are consistently and increasingly using their participation in trade 
fairs for the outright promotion of their export trade. 


C. Summary Recommendation No, 3: Situation Regarding Establishment of 
Promotion Program. 


The Trade Fairs Section of the Bureau of Foreign Commerce endeavors to 
keep industry informed generally on international trade fairs in order to encourage 
participation in international trade fairs where the U.S. is not officially par- 
ticipating. In the first five years of the operation of the present program, 
some 5,000 U.S. firms have displayed their products, Many more have displayed 
their products in fairs where the U.S. was not officially participating in U.S. 
pavilions under sponsorship of OITF. 


Promotion of participation by private industry in international trade 
fairs has been carried on by the Trade Fairs Section largely on a "query-answer" 
basis and through Government publications available to industry. The staff of 
the Trade Fairs Section consists of three persons, 
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IV. EVALUATION 


A. Summary Recommendation No, 1: Evaluation Regarding Expansion of U.S, 
Trade Fair Program. 


The figures as given in Present Situation show that in the last five years 
the United States has officially participated in only 82 out of 1,000 international 
trade fairs. While it would have been impossible and unnecessary for the United 
States to have participated in each of the thousand fairs available, a greater 
participation would have made possible a greater achievement of the basic objec- 
tives of the Trade Fair Program. 


The selection of sites thus far has naturally been conditioned by the 
over-all objectives of the program, in the light of available information on psycho. 
logical, cultural and other conditions prevailing in the country of potential exhi. 
bition, The comparative value offered by different places has not always been based 
entirely on objective data, since naturally the various "desks" in the different 
Departments participating in the Trade Fair Program have had their particular views 
about where fairs should be held. 


It will continue to be necessary, with an expansion of the program, to 
take into very careful account the market evaluations and other information avail. 
able in determining the placement of future fairs. Such material has been inade- 
quate, or inadequately taken into consideration, up to the present, 


Participation by the Sino-Soviet Bloc in international trade fairs up to 
now, at a vastly greater cost than the United States', has shown extremely benefi- 
cial results to the position of the Sino-Soviet Bloc countries in the countries 
where they have exhibited. In many instances the U.S, official exhibit has been 
dwarfed or otherwide unfavorably accented in comparison with the costlier Sino- 
Soviet exhibits. Cost alone is not the criterion, but there is no doubt that in 
trade fairs as in many other things financial resources make a vast difference in 
the end result. 


In the case of the friendly competitors of the United States, such as 
Great Britain, West Germany, France, Italy, Japan, etc., participation in interna- 
tional trade fairs has been more sharply focused on trade, with resultant advan- 
tage to the economics of those countries, and comparative disadvantage to the 
United States economy, 


Wherever a United States trade exhibit has been held, it appears to have 
made friends--and perhaps customers--for the United States, There is a great deal 
of evidence in the form of newspaper comment, Foreign Service despatches, eye wit- 
ness testimony provided the Director or other representatives of the Office of 
International Trade Fairs and the U.S. Information Agency attesting to the impact 
of the U.S. exhibits (both official and private industrial) at international trade 
fairs, Further evidence is to be found in the reports of the various trade missions 
which have functioned in cooperation with trade fairs. 


There is every reason to believe that there exists an enormous potential 
for greater exploitation of international trade fairs in the achievement of the 
objectives of the President's Special International Program. 
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B, Summary Recommendation No, 2: Evaluation Regarding Emphasis on Trade. 


An evaluation of the extent to which trade fairs are an effective vehicle 
for the expansion of U.S, export trade is possible only in the light of recognizing 
the fact that the basic objective of the Trade Fair Program is psychological impact 
rather than the stimulation of trade. 


Nevertheless, some trade has been promoted through U.S. Exhibits at trade 
fairs up to now, and has been enhanced where trade missions were attached to a fair 
in a manner entirely consistent with the psychological objectives of the program; 
and greater emphasis henceforth on trade promotion is expected to result in 
increased sales. 


Results up to now in the promotion of exports through trade fairs while 
not spectacular have been interesting and suggestive of a real potential, The 
evidence of this has consisted largely in sales of exhibit items at the site of the 
fair, some examples of which have been: supermarkets in Yugoslavia and Spain, an 
ice cream machine in Zagreb, color TV cameras in Japan, fruit-sorting and grading 
machines in Greece, a milk recombining plant in India, and a shirt-pressing device 
in Poland. 


Some of the factors which henceforth under the new guidelines can be taken 
advantage, or greater advantage of, in the promotion of U.S. exports through trade 
fairs include the following: 


1. Greater adaptability of exhibits to the local economy of the countries 
where fairs are held, 


2. Adequate technical information and sales data, 
3. Properly staffed information booths, 
4, Display of articles for sale rather than merely for exhibition. 


5. Sufficient number of private industry representatives on hand to 
"write orders", 


6. Stimulation of availability of foreign exchange and import licenses 
for exhibit items. 


7. Shift of emphasis in the character of items chosen for display so that, 
while continuing to show how the American lives, works and plays, they will give the 
fairegoer at the same time a demonstration of the best and latest technological 
developments of American industry. 


8, The doing of everything possible to make conditions right for the buyer 
as well as for the seller. 


9. The provision with each U.S. exhibit of competent "sales technician" 
personnel familiar with the operational characteristics of a product, and with 
complete sales data and authority to negotiate sales. 


10, Provision of more promotional literature for discriminate distribution 
at the U.S. exhibits. Publication of a “take home" pamphlet for each fair, com- 
bining the features of a "guide to the U.S, exhibit" with a general description of 
the content of exhibits. , 
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ll. Display of exhibits for which a market exists or can be created, avoid. 
ing conflict with established customs or policies in the country where the exhibit 
is being held. 


12, Adaptation in both the U.S. and abroad of publicity in connection with 
trade fairs to the objective of stimulating exports, 


13. The stimulation of greater participation by U.S. private industry in 
international trade fairs, both where the U.S. is officially represented and where 
it is not; assistance to private industry in the display of their exhibits so as 
to promote sales and exports (see evaluation and recommendations pertaining to 
Summary Recommendation No. 3). 


Cc. Summa Recommendation No : Evaluation Regarding Establishment of 
Promotion Program, 


While U.S. official participation in international trade fairs has induced 
some industries intv fairs which might not otherwise have made the venture, a great 
deal remains to be done to stimulate such participation by private industry. 


Among the factors operating against, or necessary for, a more active parti- 
cipation have been the following: 


1. Lack of sufficient information about the scheduling of trade fairs in 
different parts of the world. 


2, Lack of information about official U.S. participation in certain of 
these fairs. 


3. Lack of conviction up to now that trade fairs could be beneficial in 
stimulating the exports of the particular industry. 


4, Selection of areas for U.S. official participation which were not 
"commercially attractive" to U.S. business because of local conditions militating 
against the importation of U.S. goods. (Emphasis on the psychological objectives 
of the program do not always permit the selection of sites commercially beneficial 
to U.S. business. As noted, some sites must henceforth be selected under the new 
guidelines, taking full advantage of both the psychological and trade potentiali- 
ties, to the general advantage of U.S. society and culture, and to the specific 
advantage of its economy. ) 


5. Familiarization of more manufacturers with foreign trade procedures 
and particularly the techniques of using international trade fairs as selling 
vehicles, 


6. The provision of constant guidance and encouragement by the Government 
to private industry under the Trade Fair Program, in the full realization that the 
basic exploitation of export opportunities rests with private industry. 


7. The inducing of private industry to select, train and assign appropri- 
ate personnel to accomplish private industry exhibite at international trade fairs, 


8. The provision of more promotional literature by private industry on 
its exhibits. 


The resources of the Department of Commerce are not adequate for meeting the 
requirements for the establishment of a promotion program on the scale indicated above, 


e) 
6) 


bove, 
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¥. RECOMMENDATIONS 


A. Summary Recommendation No. 1: Recommendations Regarding Expansion of U,S. 
Trade Fair Program, (Specific budgetary recommendations drawn up by the Office of 


International Trade Fairs are provided in Section II = BUUGETARY IMPACT.) 


1. It is recommended: 


a. That the U.S, Trade Fair Program, in terms of the number of parti- 
cipations, be as follows: 


FY 61 - 17 Trade Exhibits (currently budgeted) 
FY 62 - 21 Trade Exhibits 
FY 63 - 25 Trade Exhibits 


b. That the Interagency Trade Fair Committee be requested to consider, 
by its usual procedures, the tentative proposals for specific sites listed in 
Appendix 1, including consideration of magnitude, theme and content, 


c, That the Interagency Committee take into account all available infor- 
mation and intelligence data in determining its recommendations under b. above, 


B. Summary Recommendation No, 2: Recommendations Regarding Emphasis on Trade. 


1. It is recommended: 


a, That the Interagency Trade Fair Committee in planning achievement 
of the objectives of the program as revised, include the promotion of export trade 
in all planning, recognizing the necessity of keeping the objective of trade develop- 
ment consistent with, and in proportion to, the over-all psychological objectives 
of the program, 


b. That the Interagency Committee specifically use export market 
evaluations. 


c. That items selected for display give the fair-goer a demonstration 
of the best and latest technological developments of American industry, and that 
as many of these items as possible be such as are purchaseable rather than merely 
for exhibition; that exhibits be selected in terms of greater adaptability to the 
local economy where fairs are held, i.e., exhibit items be displayed for which a 
market exists or can be created, avoiding conflict with established customs or 
policies in the country where the exhibit is being held, 


d. That adequate technical information and sales data be provided. 


e. That properly staffed information booths be established wherever 
appropriate in connection with official U.S. Exhibits at international trade fairs; 
that the information contained therein be geared exclusively to the content of the 
U.S, exhibit; that such booths do not duplicate foreign service facilities already 
available abroad, but during the duration of a U.S. Exhibit, the information booth 
may complement the post activity. 


f. That sufficient numbers of private industry representatives be on 
hand to “write orders". 


g. That the availability of foreign exchange and import licenses for 
exhibit items be stimulated in countries where trade fairs are held and U.S. goods 
exhibited, 











466 FOREIGN COMMERCE STUDY 


h. That everything possible be done to make conditions right for the 
buyer as well as for the seller. 


i. That competent "sales technician" personnel familiar with the Opera. 
tional characteristics of a product, and with complete sales data and authority to 
negotiate sales, be provided with each U.S. Exhibit. 


j. That more promotional literature, including "take home" pamphlets be 
provided at each fair in which the U.S. participates. 


k, That in both the United States and abroad publicity in connection 
with trade fairs be adapted to the objective of stimulating exports. 


1. That greater participation by U.S. private industry in international 
trade fairs be stimulated, both where the U.S, is officially represented and where 
it is not. 


m, That every effort be made to secure a realistic evaluation of the 
usefulness of trade fairs henceforth in achieving the objectives of the guidelines 
as amended, including the extent to which export trade has been, and can be, promoted, 


C. Summary Recommendation No, 3: Recommendations Re Establishment of 
Promotion Program. 


1. It is recommended: 


a. That sufficient information about trade fairs in different parts of 
the world, and constant guidance and encouragement, be provided to private industry 
by the Government under the Trade Fairs Program in the full realization that the 
basic exploitation of export opportunities rests with private industry. 


b. That full information be provided private industry about U.S. official 
participation in trade faire abroad, 


c. That it be clearly demonstrated to private industry that trade fairs 
can be beneficial in stimulating the exports of the particular industry. 


d. That some areas "more commercially attractive" to U.S. business be 
selected as locations of trade fairs in which the U.S. officially participates. 


e. That more manufacturers be familiarized with foreign trade procedures 
and techniques of using international trade fairs as selling vehicles. 


f. That private industry be induced to select, train and assign appropri. 
ate personnel to accompany private industry exhibits at international trade fairs, 


g. That more promotional literature be provided by private industry on 
its exhibits at trade fairs. 


h, That appropriate measures be undertaken to solicit and train repre- 
sentatives of private industry for service information booths attached to interna- 
tional trade fairs. F 


2. In the execution of the above recommendations, it is further recommended: 
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a. That the Department of Commerce apply and if necessary augment ite 
resources so that heavy emphasis is placed on a comprehensive promotion program to 
stimulate industry's independent participation in the many international trade fairs 
of the world, including those where the U.S. will not officially mount exhibits. 


b. That the Department of Commerce should increase liaison with national 
associations, industrial groups, chambers of commerce, business and similar associ- 
ations likely to have an interest in the stimulation of foreign trade promotion. 
the objective of this liaison will be to enlist the vast public and industrial rela- 
tions resources of these groups in the support of this program. 


c. That the Department of Commerce should increase its information 
services to industry on such matters as shipping data, scheduling arrangements, cus- 
toms regulations, new opportunities for export sales, and generally creating an 
atmosphere conducive to gaining and maintaining industry's participation as independ- 
ent exhibitors in international trade fairs as a part of their total export promotion 


program . 


d. That the Department of Commerce should keep the Field Offices of the 
Department of Commerce fully informed on matters related to international trade fairs, 
and to encourage their efforts to promote interest in the trade fair as a medium 
for increased export sales, In turn, the Field Offices, functioning as regional 
points-of-contact on matters of international trade fairs, should be alert to the 
production of goods in their areas which have a potential market overseas, or to 
companies evincing an interest in this program, 


e. That the Department of Commerce should produce promotional materials 
such as pamphlets and direct mail announcements, the issuance of a periodical which 
will include trade fairs schedules and related data, but would not be limited to 
these communications techniques. 


f, That the Department of Commerce make internal arrangements for the 
adequate coordination of units within its structural organization which are pres- 
ently concerned with encouraging private industry to participate in trade fairs 
abroad, including those in which the U.S. Government officially participates and 
those in which it does not. 


g. That FSM 670 be revised in accordance with the attached suggestions 
(see Appendix 2). 


h, That a draft circular instruction be sent to the Foreign Service 
directing that greater attention be given to trade fair reporting and that certain 
additional steps be taken to facilitate fair participation by U.S. industry, in 
accordance with attached draft (see Appendix 3). 


4. And furthermore itis of utrost importance that the Department of 
Commerce encourage American manufacturers and exporters to organize and conduct 
group exhibits in international trade fairs and at other times in important markets 
abroad: stimulate interest of American manufacturers and exporters in utilising 
novel and unique exhibit techniques for the presentation of American consumer and 
industrial export products in an atmosphere conducive to buyer selection. (European 
countries have used this technique in U.S. department stores and retailers in 
Belgium and other countries have held special events directed toward promoting 
sales of U.S. goods.) 
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Draft of Suggested Revision to FSM 670 
673.2 General 


To step up the promotion of U.S. exports, all reporting is to be directed 
primarily to providing the information needed to actively encourage the 
full participation of American firms in those trade fairs and exhibits which 


) 
: W offer definite possibilities for the increased sale of American products. 
| 
‘ 
7 a 673.22 
4) 
: & g- ts for Sellin can P 


Evaluation, including pros and cons, of the fair as a medium for the 
promotion and sale of U.S. goods. It is particularly important that 
details be reported as to specific products for which, in terms of con- 
sumer interest and acceptance, actual and anticipated jemand, industrial 
and technical requirements of industry, etc., the market appears to exist 
or to offer promise. 


673.23 Outline of Final Report 


The final report, to be submitted as soon as possible after the fair or 
exhibition is completed, is intended as an after-the-fact appraisal of the 
event as a mechanism for the promotion and sales of U.S. goods, Reporting 
emphasis should be given to actual experiences of exhibitors of American 
products. To the extent pertinent, the final report should include the 
following: 
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TO: All Foreign Service Posts 


SUBJECT: Increased assistance on the part of Foreign Service Posts in 
facilitating the exhibit and sale of U.S. products at international 
trade fairs. 


REFERENCE: Volume 3, FSM, subchapter 670 to 674, September 6, 1957 
FROM COMMERCE 


As a part of the U.S. Government's stepped-up program for expanding the sale 
of American products in export markets, it is necessary that more positive steps be 
taken to encourage private industry to use the medium of the international trade 
fairs as one method of achieving this goal. The extensive use of the trade fair 
technique by the major suppliers to the American market gives ready evidence of the 
value of this method of trade promotion, 


American manufacturers do not, as a general rule, exhibit abroad directly, and 
have been reluctant to support their local distributors in international trade fairs, 
As many U.S. firms as possible should be encouraged to include international trade 
faire in their total promotion program, and the foreign service officers abroad and 
the Department of Commerce and its field officers in the U.S. should encourage this 
effort. 


In our efforts to encourage broader use of fairs by U.S. firms, Volume 3, FSM 670 
is being revised to place reporting emphasis, by the Foreign Service posts, on the 
fairs as a vehicle for the promotion and sale of U.S. products, including reference 
to specific products for which, in terms of consumer interest and acceptance, actual 
and anticipated demand, the market appears to exist or to offer promise, These 
reports underlining the potential for export sales will be used to encourage a more 
direct effort on the part of the Department of Commerce to urge the American business 
community to exhibit. 


In this connection, Foreign Service posts located in areas where international 
fairs are held should extend all efforts to facilitate the exhibit and sale of U.S, 
products. Posts should, among other things, establish a close working relationship 
with fair managements in order to (1) obtain favorable space allocations for American 
exhibitors (2) assure that all U.S. products displayed are clearly identified in 
fair catalogs and other publications (3) assure that the location and identification 
of all U.S. exhibits are known to members of the fair's staff (guides, interpreters, 
receptionists, etc.), (4) facilitate entry of exhibit materials and products through 
customs (5) publicise U.S. participation through all appropriate media (6) secure, 
4f possible, office space at the fair site (7) serve in a liaison capacity between 
and among U.S. exhibitors participating (8) prepare and publish a special listing 
or catalog of U.S. exhibitors and their products (9) provide coordination among the 
American participants to obtain publicity and to present U.S. exhibits to best 
possible advantage (10) assist in hiring of local personnel where required (11) 
facilitate sales where import licenses, exchange regulations, or other requirements 
or impediments exist. Posts should aleo see that local chambers of commerce be 
informed about all details of the U.S. exhibit with a view to securing the support 
of such chambers. 
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EXPORT PROMOTION PROORAM 


Expansion of the Trade Missions Program and accentuation of the emphasis 
on U.S. export promotion. 


I, SUMMARY RECOMMENDATIONS 


Trade Missions are a recognised technique for the effective promotion of trade 
in the markets of the world. U.S. Trade Missions consisting of government and pri- ” 
vate industry representatives *.ve proved to be an excellent medium for prospecting 
foreign markets for United Staves goa; for promoting other important facets of 
international business such as private investment, licensing, travel and U.S, 
pethods of doing business; and for supporting and exploiting U.S. exhibits at 
international trade fairs. 


An expanded and improved Trade Missions Program would be a significant factor 
in the launching of an export drive by the U.S, Government. The importance attached 
to this program by foreign governments and business communities makes it a logical 
instrument which can be quickly expanded to articulate the new importance being placed 
by the U.S. Government on exports and higher levels of two-way trade. 


It is the consensus of the working group that the following seven suggestions 
be adopted as a means of expanding and improving the present Trade Missions Progran: 


1. It is proposed that the level of Trade Missioris be raised from the current 
number of 13 to 20 in fiscal year 1961. 


2, It ie further proposed that the ultimate level of Trade Missions be raised 
to 25 by fiscal year 1962 eo that on a 3-year basis Trade Missions may cover either 
annually, biennially or triennially all the important export markets in the world. 


3. In addition to the foregoing it is proposed that 2 to 4 specialised Trade 
Missions comprised of specialists from one industry visiting several countries be 
operative by fiscal year 1962, 


4, It is proposed that Trade Missions be scheduled so that even greater emphasis 
may be given to emergent areas and other principal and potential U.S. export markets 
around the world. 


5. It is proposed that permanent U.S. Trade Information Centers be established 
in the 6 principal international trade fairs of the world which attract buyers from 
all countries of the world, Milan, Hannover, Paris, Tokyo, Vienna, and either 
Utrecht or Brussels. It is proposed that two of these trade information centers 
for regular annual use be built in fiscal year 1961 and that four additional trade 
information centers of this type be built in fiscal year 1962. 


6. It is proposed that the export promotion phase of the program be emphasised 
through increased attention to the business proposals program whereby Trade Missions 
inorease their effectiveness to specific American exporters. 


7. It is proposed that greater attention be given by the Foreign Service, the 
Department of Commerce and the Field Offices to the follow-through activities of 
Trade Missions particularly in the business proposals activities and through better 
exploitation of returned Trade Missions. 
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II. BUDGETARY IMPACT 


Fisc 
The Trade Missions Program has submitted the following request to the Con Si 
for its 1961 budget: = 
Fe 
Current Request FY 1961 Budget -- 1 
Average Mission Cost $25,400 X 13 Missions $ 330,200 
Average TIC Cost $18,750 X 3 Missions 56,250 Fis¢ 
Special TIC $2,500 X 1 Mission 2,500 
Average Head Count of 1.8 per Mission = 24 at Si 
average salary of 8.7 thousand 0 
$ OR (*) 
The following budget estimates have been prepared by the Department of Wort 
Commerce: (*) Dep: 
Tra 
Recommendation 1 - Proposed for Fiscal Year 1961 
Rec 
Average Mission Cost *$27,000 X 20 Missions $ 540,000 
Average Trade Information Center Cost $18,500 X 
11 Missions 203, 500 the 
Average Head Count of *1.9 per Mission = 36 at abr 
average salary of 8.7 thousand ae get 
1,074,100 
Rec: 
*Additional cost of $1,600 per Mission plus staff formula increase result from 
strengthened export emphasis by staff and Mission operations abroad. 
and 
Recommendation 2 - Proposed for Fiscal Year 1962 abr 
bud, 
Average Mission Cost $27,000 X 25 Missions $ 675,000 
Average TIC Cost $18,500 X 11 Missions 203, 500 III 
Average Head Count of 1.9 per Mission = 46 at 
average salary of 8.7 thousand 4) 
1, 9100 Pre 
the 
Recommendation 3 - Proposed for Fiscal Year 1963 tra 
Average Mission Cost $27,000 X 29 Missions $ 783,000 
Average TIC Cost $18,500 X 11 Missions 203, 500 nis 
Average Head Count of 1.9 per Mission = 55 at set 
average salary of 8.7 thousand 2 e pro 
2,465,000 = 
Recommendation 4 ¢ 
Budget factor not ‘involved. ~ a 
Recommendation 5 the 
ext 
Fiscal Year 1961 Jan 
Mis 
Two Trade Information Centers for annual use at cou 
Hannover and Milan at $25,000 each $ 5,000 = 
Dis 
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Fiscal Year 1962 


Six Trade Information Centers - Hannover and 


Milan Maintenance at $3,000 $ 6,000 
Four Additional Centers - Utrecht, 
Vienna, Paris, Stockholm 100,000 
$ 106,000 
Fiscal Year 1963 
Six Trade Information Centers for 
Annual Maintenance at $3,000 $ 18,000 


(*) The Department of State and the Bureau of the Budget representatives on this 
Working Group have not made determination with respect to the funds which the 
Department of Commerce believes necessary for the recommended expansion of the 
Trade Missions activity. 


Recommendation 6 


It is assumed that the expansion of facilities in the Office of Trade Promotion, 
the Field Offices of the Department of Commerce and the Foreign Service offices 
abroad will permit the implementation of this recommendation without increased bud- 
get to the Trade Missions Program, 


Recommendation 7 


It is assumed that the expansion of facilities in the Office of Trade Promotion 
and the Field Offices of the Department of Commerce and the Foreign Service offices 
abroad will permit the implementation of this recommendation without increased 
budget to the Trade Missions Program, 


III, PRESENT SITUATION 


The Trade Missions Program originated in 1954 as an integral part of the 
President's Trade Fair Program, At that time, he conceived this program to "put 
the United States in the best possible light overseas and to provide effective 
trade promotion cooperation". 


United States exhibits were developed to provide psychological impact and trade 
missions were organized to provide them with trade promotion support. From the out- 
set, this partnership proved successful in counteracting Soviet Bloc exhibits and 
providing the basis for a higher level of trade between the United States and the 
countries where trade fairs are held. 


Since 1954, the Trade Missions Program has provided the trade promotion support 
to nearly all United States exhibits at various trade fairs around the world in the 
form of trade missions and trade information centers. These missions are partner- 
ships of volunteer members of the private enterprise system and representatives of 
the government sent abroad to promote world friendship and commerce operating as an 
extension of the trade promotion facilities of the U.S. Foreign Service. By 
January 1, 1960, the Trade Missions Program had organized and sponsored 76 Trade 
Missions which have carried the American free enterprise story to the people of 40 
countries and more than 500 different cities. Since the Program was inaugurated 
almost 200 top business executives representing important phases of United States 
business and industry from every section of the country including 35 States, the 
District of Columbia and 84 cities have thus far served this Program around the 
world. 
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From the outset, the Trade Missions Program was established to provide a publie 


relations and practical trade promotion instrument to serve abroad as a focal point 1% 

for explaining and cmphasizing the contribution of U.S. private enterprise to the. worly = f 

ay ani to spearhead U,S, Government-private enterprise efforts to initiate and to 

strengthen commercial tios, It has operated with a view toward achieving the following done 

major objectives: 

1. Egtablishment of International Public Relations mc 
The Trade Mission is an effective and flexible direct public relations tool 

abroad for the U.S. Government and private enterprise. It encounters, and makes a 

special person-to-person appeal to many of the most influential citizens in foreign yet 

countries--top business and government officials concerned with commercial and eco. Gove 

nomic matters. Through publicity about its activities and statements, the Trade ; on 

Mission exerts a strong influence on public attitudes and the climate of the country ott 

toward commercial and political relations with the United States, 7 


This tool can be used where the United States desires, With it, cities, busi. 
ness groups, individuals, and officials who have rarely, if ever, seen or dealt with 3. 
an American can be reached and consulted by Trade Mission members under the most 
propitious and friendly circumstances, When undertaken in connection with an impor. 


tant international trade fair, Trade Missions also provide person-to-person com. nm 
munication with the business visitors at the fair, oo 
the 


By simply "talking business," Trade Missions create some of the best propaganda 
on behalf of the United States without becoming subject to any of the unfavorable peo} 
connotations of propagandizing. 

The importance of advertising and public relations in the development of the ae 
U.S. economy is well-known. Similarly effective, advertising the merits and impor- inf 
tance of our private enterprise system abroad promotes understanding and respect for 

this system, for our policies which produced it, and for our products, services, skills 


and techniques which the private enterprise system makes possible. abr: 

Fai 

2. MO Fore Commerce pro 
c 

The Department of Commerce has found that Trade Miseions are effective and eco- a 


nomical tools in discharging its statutory responsibilities for promoting the foreign 

commerce of the United States. By its businessman-to-businessman approach, the Trade 
Mission is the most direct activity at the grassroots level in which the U.S, Govern. all; 
ment can participate without actually becoming a party to a business transaction, By 


4 
this approach, foreign businessmen are interested and are assisted in initiating .. 
activities which result directly in increased U.S. trade. 4, 

By explaining our trade policies, business methods, technology, and marketing 
psychology, Trade Missions create a more favorable atmosphere for private enterprise not: 
in general and for U.S, business in particular. of | 
Because of their specialized fields of actual business experience, Trade Mission 
members are able to give practical business advice on specific methods and problens of « 
of increasing trade, investment, and tourism--advice of potential dollars-and-cents pra 
value both to the businessmen abroad with whom the members consult and to U.S. busi- 
nessmen, all of whom they represent. 
Ser 
The practical value of this expert consultation service is further increased by vali 
Mission members' use of the extensive commercial library that accompanies each Mission, the 
These libraries contain, in addition to pertinent Government publications, 800 to ene 
fie! 
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1,000 private business publications, including commercial directories, trade journals, 
catalogs, and selectod general periodicals. Aside from their use in enabling members 
to furnish pinpointed information, exhibiting these unique collections--which are 
donated by U.S. publishers--and making them available for consultation by business- 
men and business communities abroad graphically emphasizes the vast amount of busi- 
ness and economic information obtainable in the United States and the fact that U.S. 
private enterprises freely cooperate with their competitors. 


By means of the person-to-person discussions which arouse interest in our latest 
products and business methods, Trade Mission members discover and report potential 
developmental opportunities in industry, commodity, and economic investment fields 
abroad which merit further exploration by individual U.S. companies as well as pos- 
gible follow-through by our permanent Government facilities in the country concerned. 
Also, foreign businessmen are always encouraged to take the initiative in directly 
approaching firms in the United States with their business offers, 


3. Promotion and Strengthening of the International Trade Fair Program 


Trade Missions contribute directly to the basic objectives of the Trade Fair 
Program and, in addition, their activities support and strengthen the effectiveness 
of this U.S. exhibit program abroad in a number of ways, By their activities and 
publicity in various cities a month or so before the fair, Trade Missions publicize 
the U.S. exhibit and provide a means of extending the influence of the program to 
people beyond those actually visiting the U.S. exhibit. 


Both at the fair and by their publicized activities preceding the fair, Trade 
Missions lend desirable emphasis to the trade promotion aspects of our participation 
in the event. Within the U.S. exhibit, they perform an essential function as an 
informational center, servicing both commercial and public inquiries about the U.S. 


In addition to increasing the effectiveness of our participation in trade fairs 
abroad, Trade Mission members facilitate administration of the International Trade 
Fair Program by stimulating U.S. industry interest and collaboration in contributing 
products for exhibit. The members achieve this through their speeches and other 
activities, with attendant publicity, within their local and business communities 
in the United States. 


In a number of instances the United States has been able to participate offici- 
ally in certain important international trade fairs at relatively low cost by 1] mit- 
ing its exhibit at the fair to a trade information center staffed by a Trade Mission. 


4, Strengthening of U.S, Government Facilities 


Trade Missions supplement and tie together the ramified governmental trade pro- 
motion facilities of the Commerce Field Service in the United States, the Department 
of Commerce in Washington, and the U.S. Foreign Service abroad, 


In practice, Trade Mission members constitute a temporary addition to the staff 
of our Ambassadors and Commercial Attaches abroad. Further, they temporarily add 
practical, varied, and high-caliber business specialization, 


By virtue of this temporary service of business experts, the regular Foreign 
Service Missions are able to provide practical business consultative assistance of 
value to specific industries and businesses in their areas. This assistance, and 
the prestige achieved by the U.S. Trade Mission, results in additional and strength- 
ened Embassy relationships and friendships in the commercial and even in the political 
field, and furthers the discharging of many other Embassy responsibilities, including 
reporting. 
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U.S. Department of Commerce Field Offices work in their districts with the top 
level of local businessmen in the selection of men for this public service and in 
obtaining business advice in preparation for adequate Trade Mission representation 
abroad of U.S. private enterprise interests. 


As a result of these activities, both at home and abroad, the Department of 
Commerce in Washington becomes more effective in its total program to foster, pro- 
mote, and develop commerce. 


Priva te: —Gove Cooperat: e@ United Sta 


The follow-up activities of returned Trade Mission members are potentially of 
as great importance to the United States and its relations with the rest of the 
world as are their on-the-spot activities abroad, 


Returned members, already important and respected in their own communities, 
are sought for speaking and writing engagements to report on their experiences 
abroad. These activities among business, civic, and religious groups and the genera) 
public (the latter through trade publications and other publicity media) develop 
an informed public opinion. Trade Mission members achieve publicity, understanding, 
and sympathy for the problems and aspirations of the foreign country which has 
recently served as their host and for the stake which the United States has in 
international commercial and political affairs. 


They thus continue their public service--at no cost to the Government--acting 
as a valuable extension to the salaried Commerce Department Washington and Field 
Service Officers in the United States in enlisting, and assisting, the power of 
our great private enterprise system in furthering our commercial relations and 
foreign policy at home as well as abroad. 


Im the course of the past 5 years, the Trade Missions Program has become an 
technique by the U.S. business commnity, the Department of Commerce and 

the Foreign Service of the U.S. for intensifying our trade promotion efforts in 
given areas of the world. In the earliest days of the Program, greatest attention 
was given to the activities of Trade Missions while located in trade information 
centers at the fair. While this proved highly useful, experience indicated that the 
country tours of Trade Missions visiting principal commercial centers and discussing 
commodity, industry and individual trade problems was creating a favorable impact 
on the government business leaders and the press of the country - equal in some 
instances to the exhibit itself. The flexibility and adaptability of Trade Missions 
enabled them to serve our Ambassadors and Commercial Attaches by reaching places and 
persons hitherto difficult to approach and provided a basis of discussion of policies 
from an entirely different standpoint. Consequently, greater efforts were made to 
develop the country tour aspects of Trade Missions serving abroad. It was found that 
a Trade Mission could be frequently more effective when it was organized apart fron 
a U.S. exhibit or in a country where no international trade fairs are held. 


It is considered that the Trade Missions Program is especially useful in reach- 
ing areas where the U.S. does not have standard Foreign Service establishments or 
where immediate possibilities do not justify enlarging the permanent establishment, 


In recognition of the foregoing situation, in the spring of 1959 the Trade 
Missions Program received approval from the Congress to send Trade Missions regularly 
te countries of the world where trade fairs are not held to broaden the impact of 
the President's progran. 
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In further recognition of the importance of the trade promotion role of Trade 
Missions, it was recommended by the agencies operating the Program that while con- 
tinuing to support the U.S. exhibit program, the budget for this operation should be 
4neluded in the regular submission of the Bureau of Foreign Commerce of the Depart~ 
ment of Commerce. This recommendation was not approved by the House Appropriations 
Subcommittee which directed that the Trade Missions Program continue to be a part of 
the President's Special International Program. At this time, Trade Missions parti- 
cipate with U.S, exhibits in every instance where it is believed that there exists 
a trade potential which can be productively developed. In those countries where U.S. 
exhibits are mounted almost entirely for psychological impact purposes, Trade Missions 
do not regularly participate. On the other hand, Trade Missions are now being sent 
to an extremely limited number of countries where no trade fairs are held to prospect 
and exploit potential markets for U.S. goods particularly in emergent areas; i.e., 
Africa and Southeast Asia. In fiscal year 1960, 6 Missions of this type were 


organized. 


Current policy with respect to the trade promotion support provided by Trade 
Missions to U.S. exhibits is based on the following procedure: When it is definitely 
decided that the OITF will mount an exhibit in a given country, it reviews with the 
Office of Trade Promotion the degree of trade promotion support required for that 
operation. As a maximum, a trade information center has 1,500 square feet included 
in the exhibit staffed by a U.S. Trade Mission during the full period of the fair. 
Variations in degree from this maximum will include trade information centers rang- 
ing from 500 to 1,000 square feet supported by a briefer Trade Mission visit or a 
Department of Commerce officer working with our commercial staffs for specified 
periods during the fair. As a minimum, a trade information booth of less than 500 
square feet is established under the supervision of the U.S. Exhibit Manager which 
may include a partial library, a Departmental representative or Foreign Service 
representation as the situation warrants. In each instance, the U.S. goods shown 
in the fair will be given maximum sales promotion as local circumstances dictate. 


IV, EVALUATION 


The Trade Missions Program currently has more requests for Trade Missions in 
countries where no trade fairs are held than it can comply with. It is believed 
that the Program should attempt to provide world-wide coverage of potential U.S. 
export markets over a period of 3 years and that this 3-year cycle be regularly 
repeated. At the same time, Trade Missions should continue to provide trade pro- 
motion support to U.S. exhibits at international trade fairs as appropriate. 


Trade Missions have always operated under the banner of increased two-way trade 
in developing specific trade and investment opportunities. In its early days, foreign 
countries were principally concerned with increasing their exports to U.S. markets 
and in attracting U.S. private capital. Conditions in the U.S. economy at that time 
made it possible for Trade Missions to give effective assistance to foreign exporters 
to U.S. markets. 


Due to the evolution of the U.S. economy in the past several years, Trade 
Missions have begun to give increased emphasis to the export of U.S. goods, With 
this objective in mind, a business proposal program was instituted in 1959 which per- 
nits U.S. firms to register their interest in doing business with foreign countries 
to be visited by Trade Missions. This activity is in its earliest development 
stages but is viewed as an activity which can and should be greatly stepped up to 
accommodate the needs of our export promotion drive. Due to the limited amount of 
time which a Trade Mission can spend in any country abroad, great reliance has had 
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to be placed on the follow-up capabilities of our Foreign Service, Shortages of per. 
sonnel, limitations of travel funds and exigencies of reporting schedules have sharp 


limited the amount of follow-up attention which can be provided by our Foreign Service 
abroad. 


On the other hand, it is recognized that follow-up of specific situations and 
opportunities is required by the Department of Commerce and its Field Offices. Here 
again, severe limitations of personnel, both in Washington and in the Field Offices 
have precluded the kind of follow-through which the U.S, foreign trader is entitled 
to. It is believed that this program could be made much more productive in dollars 
and cents to the U.S. business community if better organized follow-through in the 
United States and abroad could be effected. 


As an indication of the type of specific accomplishments which can be achieved 
by these Missions the following illustration is provided. In the past two years 
four Trade Missions have been sent to India in connection with the Solo Exhibits in 
New Delhi, Calcutta, Madras, and Bombay, the following specific accomplishments have 
been achieved: (1) The location in the United States of business proposals on the 
part of some 276 American business firms totaling 434 different offers. (2) These 
business proposals have 2een provided in organized pamphlet form to four Trade Mis. 
sions covering the principal regions of India--New Delhi, Calcutta, Madras and Bombay, 
They were used by the first three Missions (the fourth, to Bombay and Western India, 
began its operations in January 1960, and reports have not yet been received) ina 
total of over 3,000 personal consultations and at general meetings attended by more 
than 10,000 Indian businessmen and have been turned cver to the Foreign Service posts 
in India for continued use, (3) At the same time during these meetings the consulta 
tions these three Missions developed a total of 800 trade and investment opportunities 
which have been disseminated to the American business community. (4) In addition 
these three Missions on their return to the United States have held a series of ter. 
minal conferences in principal industrial cities in the United States where they have 
met with a total of 400 American businessmen seeking to discuss in personal consulta. 
tions both Indian and American trade and investment opportunities. These Trade Mis. 
sions to India are then directly responsible for these business proposals and the 
negotiations and business which has ensued on the part of both American and Indian 
businessmen. For example, a reputable firm in India has been negotiating for the 
purchase of a plant to manufacture wood particle board and also a paper pulp plant, 
This could involve about one million dollars. There is known interest also in machin- 
ery for the manufacture of plywood and formaldehyde glues, Notice has also been 
received that a glass company has completed final arrangements for a joint venture 
to produce glass bottles in India providing machinery and technical assistance in 
return for a royalty. Another firm has negotiated for a joint venture operation 
involving the establishment of a plant for the manufacture of selenium plates for 
radio and television involving a joint investment of $880,000 of which the American 
firm offers assistance, cash and equipment valued at $210,000. Another firm has 
started a joint venture to establish a machine and tool plant. 


During the past 5 years, Trade Missions have operated successfully from trade 
information centers in fairs such as Hannover and Lyon where there was no actual U.S, 
exhibit. Results from these participations indicate that the United States is over- 
looking an opportunity to establish a focal pdint in the leading buying fairs of the 
world to act as liaison between the United States and foreign businessmen. Most 
of the principal export nations of the world have a center in such fairs which direct 
potential buyers to all the private exhibits of that country and provide information 
and services to interested businessmen, These countries also provide facilities for 
their own visiting businessmen in the form of interpreters, office space, tariff 
information, documentation requirements and other foreign trade data necessary to 
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the consummation of business contracts, These centers are located in the same place 
year after year and become fixed in the mind of the foreign buyer as a place where 
information can be obtained about the products of that country. 


The United States established a trade information center of this type in 
Hannover in 1959 which proved popular and effective, Our Commercial Attache in 
Germany has recommended that this center be made a permanent part of our export 
trade promotion activities in that country with a regular annual participation in 
the same locale by either a Trade Mission and/or Commercial Attache and his local 
conmercial staff. The Department believes that permanent trade information centers 
of this type should be constructed at Hannover and five other "business" fairs on 
a permanent basis. 


¥, RECOMMENDATIONS 
SUMMARY RECOMMENDATIONS 1 through 4 
Increasing the Scope of the Program 


(a) The number of Trade Mission projects, as now defined and constituted, should 
be increased to an eventual level of 25 to 30 Missions a year. A program of 
this size will assure adequate and reasonable equitable representation in the 
four major geographical areas of the world (Far East, Africa and Near East, 
Latin American, and Europe) and will permit repeat visits by Missions suffi- 
ciently often to provide continuity, At the level of 30 Missions the program 
would contemplate 


(1) Annual visits by teams to ten selected important and strategic areas 
abroad which require full, intensive, and repetitive coverage in terms of 
trade promotion; 


(2) Twenty projects based on visits to certain foreign areas biennially; and 


(3) Thirty projects based on triennial Missions to selected other geographic 
areas. (See attached suggested program. ) 


(b) Further, the present Trade Mission pattern should be broadened to include 
specialized Trade Missions which would operate abroad for terms longer than 
present Missions. These Missions would be composed of specialists from a 
given industry (or several related industries, such as chemicals, machine 
tools, automotive, etc., and ‘would be directed to those areas abroad where the 
sales potentials for American products of those industries seem most promis- 
ing. Assignments up to six months might be appropriate, during which period 
the team might move through one geographical area into another. 


In addition to establishing personal contacts with prospective foreign cus- 
tomers, one of the primary objectives of the special mission would be to con- 
duct professional market studies and surveys which would emphasize the speci- 
fic trade and investment opportunities to be found in the country for American 
business, In addition to providing Trade Mission members of this type with 
travel and per diem funds, consideration should be given to reimbursement of 
these members for services rendered where they are assigned a professional 
task in one or more countries over a projected period. 


(See Summary Recommendation 5) 
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Trade Information Centers 


It is proposed that permanent trade information centers be established in the 
principal international trade fairs of the world to assure the necessary continuity 
for the promotion of U.S. good in the trading marts of the world. In some instances 
provisions should be made for spot displays of the latest in U.S. equipment as an 
adjunct to these permanent trade information centers, These centers would be manned 
regularly by the commercial personnel of our Foreign Service supplemented where 
appropriate by Departmental personnel and by businessmen who volunteer their services 
at no cost to the Government, to serve as consultants for the period of the fair, 
In many cases these permanent trade information centers would serve as a basing (a) 
point for Trade Mission visits. This activity should be under the direction anda . 
part of the Trade Missions Program of the Department of Commerce which would provide 
facilities, operating equipment, libraries, materials and volunteers to operate this 
phase of the program. 


(See Summary Recommendation 6) 


Sec 
Expanding the Promotional Services of the Trade Missions ( 


(a) The trade promotional activities of Trade Missions have been guided by the ote 
principle of increasing two-way trade, but conditions now would dictate that (a) 
greater emphasis be given to suing Missions to expand foreign markets for U.S, 
products. The recently implemented "business proposals service" is a step in 
the right direction and the development of this promotional mechanism should 
be accelerated through 


(1) Education of the entire U.S. business community as to its use through a 
broad-scale publicity campaign and more active use of U.S. Commerce 
Field Officers: 


(2) Improving presentation and materials concerning specific business pro- 
posals to provide a better "sales package" for the team members' use; and 
(b) 
(3) Providing sufficient personnel in the Foreign Service and in the Field 
Offices of the Department of Commerce to assure appropriate follow-through 
action. 


(b) Arrangements should be made to support each business proposal submitted to the 
Trade Mission with a short form market report which would place the specific 
business proposal in the perspective vis-a-vis the product or industry in ques- 
tion and the foreign country involved. These reports, prepared jointly by the 
commodity and country specialists concerned, will facilitate significantly the 
Mission's task of translating the proposals into actual business opportunities, 
These short form business climate and market statements should be reproduced 
for dissemination to the business community. Data of this type will guide the 
American firm in formulating business proposals in the light of actual trading 
conditions abroad. 


(c) The office coordinating Trade Mission activities with the specific trade promo- 
tion units in Commerce must have sufficient staff to 


(1) Give personal attention through commodity, industry, and Field Service 
specialists to individual opportunities developed by Trade Missions; 
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(2) To maintain active "case files" until the opportunity has been fully 
exploited; and 


(3) To furnish “results reports" to the foreign firm, through the Foreign 
Service, so that the company might take further action if appropriate. 


The commercial section of the Foreign Service office should continue to main- 
tain case files on each “business proposal" opportunity and follow the develop- 
ment of the case actively until it has proved successful or has been dropped. 


At the conclusion of the Trade Mission's term of service in the foreign country 
the business proposals which the Mission has been developing should be turned - 
over to the Foreign Service establishment. The Foreign Service officers will 
continue to pursue those business proposals through personal interviews, calls, 
and correspondence in the same manner as the Trade Mission might perform if 

4té services were continued in the country. 


(See Summary Recommendation 7) 


Better Exploitation of Returned Trade Missions 


(a) 


(b) 


Present operational procedures call for terminal conferences of Trade Missions 
in principal commercial centers throughout the United States where circumstances 
warrant. In this way Trade Missions can report specific business opportunities 
and market conditions directly to interested U.S. businessmen, However, since 
at present these conferences are limited to one city per Mission the impact is 
not as widespread as would be desirable. Consideration should be given to hav- 
ing these Missions, where appropriate, visit several commercial centers as a 
group and in some cases developing a program for individual members of the 
Mission so that they could make more effective use of the knowledge gained 
abroad in meeting with trade association, business groups and individuals 
throughout the United States, 


Trade Missions reporting to the U.S. business community should be better pre- 
pared in terms of market reports and business operating conditions for the areas 
under discussion, They should also have a listing of all business and investment 
opportunities which have been submitted by the Foreign Service from that area 

in the preceding 12 months. 


These proposals would call for increased personnel in the Bureau to do the 
necessary staff work for this operation. 
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Ui, THADY CONTERS 


TL. SUMMARY it aM" NA CLONS 

The success of U.S. exhibits in international trude fairs and on a "solo" basis 
has provided a foundation for believing that U.5, displays of a more permanent type 
could be located in a number of underoxploited U.S, export markots to j;reat aivantugo, 
These exhibits located in downtown "U.S, [rauie Conters" backstopped by a full-scale 
comercial library volunteer representatives of the American business community and’ 
our Foreign Service trade promotion orzanization would provide a springboard for a 
stepped-up trade promotion campaign in selected markets, U.S. Tracie Centers would be 
placéd in areas in which the following factors predominate: (1) a current and imme. 
diate short run substantial dollar balance is available for the purchise of a variaty 
of U.S. goods; (2) a market relatively unfamiliar to and not fully exploited by the 
American export community. 


The following recommendations regarding the initiation of a U.S. Trade Center 
program are made, 


1. It is proposed that in fiscal year 1901, two U.S, Trade Centers be esta. 
blished as pilot operations; and that during the course of that fiscal year, if pos. 
sible, a decision be reached regarding the desirability of an expansion or continu. 
ation of the prozram. It is recommended that these pilot Centers be located in two 
types of areas one offering the possibility of an immediate and substantial increase 
in U.S. exports; the second where there appears to be a loner rane potential due 
to unfamiliarity with the American product and underexploitation by U.S. firms, 


2. Concurrently, a study shall be made of [rade Center operations of foreign 
countries in the U.S, and abroad in order to ascertain their relative stren;:th and 
weaknesses as a guide to U.S. operations. 


II, BUUGSPARY IMPACT 

Since this is a new program the proposed budget is based on tiie experience of 
the Office of International Trade Fairs in tie procurement and shipment of things 
and of the Trade Missions Division in the recruitment and overseas travel of volun- 
teer business consultants. It is understood that the same procedures and principles 
of operations (lezal, liability, insurance, etc.) governing these two programs would 
prevail in the U.S. [rade Center operations. 


It is proposed that the two pilot Centers would be establishel within the first 
eight months of the fiscal year and that it would then be neces:ary to determine the 
budgetary reyuirements for a continuing or expanded program as the case my be for 
fiscal year 1962. 
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The following estimates have been drawn up by the Department of Commerce: 


OPERATIONS 


Personal Services: 
xhibit Manager: 
Salary (GS-15, $12,770; 2 FY-61, 4 FY-62 at 
6 mos, each) 
Per diem (av. $14; %0 days FY-61; 
720 days FY-62 
Local staff (each for 6 mos. FY-61, 
12 mos, FY-62): 
Secretary (2 at $3,600 ea. p.a.) 
Interpreter (2 at $2,400 ea. p.a.) 
Librarian (2 at $1,500 ea. p.a,) 
Receptionist-typist (2 at $1,200 ea. p.a.) 
Messenger (2 at $600 ea. p.a.) 


Travel: 
Exhibit Manager: 
Washington orientation (2 FY-61, 4 FY-62 at 
$450 ea.) 
Round trip bet. U.S. & overseas post (2 FY-61, 
4 FY-62 at $2,400 ea.) “ 
Business Trade Advisors: 
Washington Orientation (8 FY-61, 16 FY-62 at 
$300 ea.) 
Round trip bet. U.S, & overseas post (8 FY-61, 
16 FY-62 at $2,400 ea.) 
Per diem overseas (av. $14; 480 days FY-61; 
960 days FY-62) 
Local travel overseas via common carrier at $300 
per man per exhibit: (Exhibit Manager, 
2 businessmen,Commercial Attache, 
interpreter ) 


Transportation of Thhngs: 
Transportation of display products, crated f.o0,b. 
N.Y. or S.F.; based on 4 exhibits in FY-61, 
8 exhibits FY-62, and custom duties, at $1,600 
Recrating & return transportation of above to 
U.S. port of enty at $700 each 


Communications: 
Telephone, telegraph, & postage 6 mos, FY-61l, 
12 mos, FY-62 at $125 per mo. each center 


FY 1961 
2 USTC 


$ 12,770 
5,040 
3,600 
2,400 
1,500 


1,200 
600 


900 


4,800 


2,400 
19,200 


6,720 


6,000 


6,400 


2,800 


1,500 


FY 1962 
2 USTC 


$ 25,540 
10,080 
7,200 
4,800 
3,000 


2,400 
1,200 


1,800 


9,600 


4, 800 
38, 400 


13,440 


12,000 


12,800 


5,600 


3,000 


vo 
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Rents: 
Space rental 3,000 sq. ft. per center at 
$7,200 p.a. each center 7,200 
Car hire (average $150 mo. per center) 1,800 


Printing and Reproduction: 
Including art work, brochures, invitations, 
pamphlets, etc., at $400 per exhibit 1,600 


Other Contractual Services: 
Personal Services (in addition to above): 


Custodial at $900 p.a. each center 900 
Striking & reestablishing exhibits, 1 FY-61, 

3 FY-62, ea. center at 31000 ea. operation 2,000 
Press clippings at $10 per mo, each center 120 
Photos at $50 per exhibit 200 
Advertising at 1300 per exhibit 1,200 


Supplies and Materials: 
Office supplies, stationery, etc. at $25 





per mo. each center 300 
Squipment: 
Office furniture & furnishings, initial 
investment each center ‘ 10,000 
TOTAL QPERATIONS $103,150 
FY 1961 
2 _USTC 


PROGRAM DIRWCTION 


Personal Services: 


Director (GS-15) $ 12,780 
Secretary (GS-6) 4,490 
TM Asst. (Recruitment & Admin.) GS-11 7,030 
Clerk-Steno, (Recruitment & Admin.) GS-5 4,040 


Program Officer (1 officer per 2 TCs) 
(Determine kinds of products to be displayed 
& types of businessmen needed; assist in 
coordinating same; plan businessmen's 
activities at posts of duty (30 days for 2 
TCs); evaluate accomplishments & potential of 
centers to determine if continue or dismantle. ) 


Salary (GS-13) 9,890 
Procurement & Transportation Officer (1 officer 
per 2 TCs) 


(Arrange for obtaining from industry contribu- 

tion of products and crating and U.S. trans- 

portation of same, ) 

Salary (GS-13) 9,890 


3,200 


1,800 
6,000 
240 
400 
2,400 


600 





$188, 300 


FY 1962 
2__USTC 


9% 12,770 
4,490 
7.030 
4,040 


9,890 


9, 590 
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secretary (for above 2 officers) 
Salary (GS-5) +, O40 4,40 
Uverseas Operations Officer (Advance man 1 per 
2 TCs)(Responsible for all local arran-ements 
for establishment of Cs.) 
Salory (GS-1'+) 11,35 11,359 
Travel: 
Provram Officer, 1 roundtrip p.3. between 
U.S. & centers, 30 days 5,500 3,500 
Procurement & Trans. Officer U.S, travel 300 300 
OverseasUper, Officer, 1 roundtrip p.a. 
between U.S, & centers, 90 days 5,000 5,000 
All other objects 10,000 10,000 
TOTAL PROGRAM DIRGCTION 2, 300 82, 300 
TOTAL OPERATIONS 103,150 188,300 
TOTAL = PILOT OP)JRATION 185,450 270,600 
ADVANCS FY 1962 + 5,000 = 5,000 
GRAND TOTAL $190,450 


The Department of State (and the Bureau of the Budget) representative(s) on this 
working group have not made determination with respect to the funds which the De- 





$265,600 


partment of Commerce believes necessary for the recommended expansion of the activ- 


ities outlined in this paper, 


III, PReSsvT SITUATION 


It is evident that our export community in general is not keeping pace with the 


quickened competition for the sales of goods in markets around the world particularly 
where ne# factors such as independence or liberalization of trade restrictions are 
rapidly changing the familiar post World War II pattern. U.S. exporters have been 
slow in mecting these changed conditions and too frequently in these markets U.S. 
private enterprise efforts consist of the individual merchandising efforts of a few 
major U.S, firms and sporadic activity on the part of a small number of foreign 
agents of U.S, firms, Meanwhile, agressive salesmen and trade promotion agencies of 
other nations are knocking on the doors of today's customers and actively campaigning 
for the markets of tomorrow, These markets will be difficult to recapture unless 
American industry and government reacts promptly to this challenge. 


Present Government programs, too, have several limitations in promoting U.S. 
exports. It has been found that the U.S. Exhibit Prozram in international trade 
fairs is a most effective medium for the presentation of American goods to prospec- 
tive business consumers in various countries throughout the world. However, the 
number of these fairs in which the U.S. participates is relatively few and in those 
cases where the U.S. does participate, the presentation is usually for an extremely 
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limited period of from 10 to 20-days, Morvover, trade fair exhibite are not 


necessarily devoted solely to the export promotion of Amerienn prolucts since their 
porating criteria «ive predominance to prychological impact. frade Mic:ions, while 
proved instruments in trade promotion, are only in a country for a short period of 
tinc, usually 6 to 8 weeks and cover the country in a manner which permits ordinarily 
) > 


only 2 or 3 day stops in a particular city. Also, “fade Missions do not show any 
imerican products and emphasize general trade development aspocts rather than Spee. 
fic product promotion, The Foreign Service, while in a unique position to promote 
U.5. exports, consistently, is limited in its ability to do so owiny: to personnel 
limitations, lack of travel funds, and ayain with no products or product specialists 
to promote the sale of American soods, 


The U.S. [rade Center concept was presented to the Department of Commerce's 
vorld Trade Advisory Committee of American businessmen late in 1958 and was enthue 
siastically endorsed by this group. Asa consequence, it was included in the budget 
of the Department of Commerce presented to the Congress in the spring of 1959. Howe 
ever, when the Department's budget was presented to the Congress the question of 
inclusion of the Trade Missions Program immediately arose and the [rade Missions 
Progrem was stricken from the Departmant's regular rejuest and returned to the Presi. 
jent's Special International Program budget. The Department's budzet was then held 
to the previous year's level. No consideration was given to the lraie Center concept 
at that time, 


IV. VALUATION 





The United States Government and private businessmen can and should do much 
more to preserve existing markets in ‘wide areas of the world and to develop new 
potentials for trade particularly in the emerzent nations and markets where subs. 
tantial changes have recently taken place offering increased opportunities for sales 


tT 


of U.S. goods, 


An analysis of the shortcomings in current export promotion indicates they fall 
within three specific fields: (a) failure to show American products on a continuing 
basis in the best possible light with a frequency of turn-over which would permit a 
wide variety of gocds to be shown; (b) lack of sales promotion and technically 
trained American businessmen to discuss these products both in terms of their utility 
within a country and their competitive advantages vis-a-vis other products which 
might have price advantazes; (c) lack of a widely publicized or well known easily 





accessible focal point for the Foreign Service to dissiminate information to the 
bus community, information which would lead to an increase in U.S. exports, 

The solution to these three deficiencies lies in the location, choice of pro- 
ducts, business expertise, and Foreign Service facilities, all of which would be 
uighlighted in the Trade Center: A cohzsive organization, each purt synchronized to 
the promotion of exports. 

— aaaann 

Yaneral 

To mest this situation it is projosed that a new program be initiated which 

adapts the pertinent features of the U.S, Exhibit Proram and the Trade ‘fissions 
i I 

rogram and which builds upon the foundation provided by the regular trade promotion 
services of our Foreign Service establishments. The fusion of the appropriate 
facets of these three programs into a U.S. Trade Center program would adi a new 
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dimension to our Government interest in the strensthening of international trade, 
fhe successful Government-private industry pattern employed in the current “xhibit- 
trade Mission Programs would provide in Traie Centers a new long-term facility power- 


fully supporting U.5. exporters in markets where they most need assistance. And most 
importantly it would put the U.S. on the offensive in marketing arcas where the im- 
pression has been gathering strength that the U.S. is disinterested in promoting the 


sales of its goods, 
Recommendation #1 


It is proposed that in fiscal year 1461 two U.S. [raie Centers be established 
as pilot operations. These Centers would be located in two types of arcas, one 
offering the possibility of an immediate and substantial increase in l).S, exports; . 
the second where there appears to be a longer range potential due to unfamiliarity 
with the American product and underexploitation by U.S. firms. The creation of these 
overseas exhibits of American products and services would be an important element of 
the Government's program to promote U.S. exports. These frade Centers will not only 
offset the limitations noted in III above but will create among foreign businessmen 
consumers a broader knowledge of and familiarity with American products and services. 
These exports, mounted in ground-floor merchandise locations within the business 
districts of the major commercial centers of foreign countries, would make sizgnifi- 
cant contributions to U.S. sales promotion objectives, They would serve as well- 
publicized focal points easily accessible to foreign businesa communities which 
could be readily used as a springboard for aggressive U.S. trade promotion by 
Departmental and Foreign Service representatives as well as the American private 
business community. Products and equipment to be displayed--all of which are loaned 
or donated by industry--would be most directly related to the needs of the host 
country. 


ecommendation #2 


It is proposed that, concurrently, a study would be made of the Trade Center 
rations of other countries in the U.S. and abroad in order to ascertain their 


' 


relative strength and weaknesses as a guide to U.S. operations. 


Implementing Recommendations 
for 
tecommendation #1 
GSVRAL 
A given Centcr might prosent a relatively wide variety of exhibits representing 
many different American commercial and business enterprises, or might concentrate on 
the activities of one industry with related by-products. Action exhibits, such as a 
self-sufficient, fully-equipped small machine shop, should prove particularly effec- 
tive in dramatizing performance, uyuality and other features. such exhibits, basi- 
cally for purposes of trade development might include a few f2atures with public 
appeal which would influence and impress the layman. The equipment or products c 
orising a given exhibit would remain on display in the Center from two to four months 
and then be transferrodi to another Center in the same country or in a dificrent c 





ou 
try. Rotation of exhibit materinls within the Trade Center complex would be directad 
from the Department of Commerce in accordnce with worldewide business deveclopmant 


and activities, 
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STATE-COMMERCE FUNCTTONAL RELATIONSHIPS 


\3 


It is fully intended that a U.S. Trade Center would operate as an intensified 
extension of the Foreign Service commercial activities and be under the general 
direction of the Commercial Attache. It would be a prime source of American informa. ve} 
tion in that country. To this end, Foreign Service commercial staff would be assigned 
there to the maximum extent. The Center would be equipped with a comprehensive com. 
mercial library of 800-1000 U.S. trade publications, periodicals and reference works 
covering the widest possible range of business industrial and product data. 


The exhibit operation of each U. S. Trade Center would be under the direct 
management of a Department of Commerce Exhibit Manager. He would work with the 
Commercial Attache or Commercial Officer of the Foreign Service establishment in 
that city in carrying out the exhibit program at the Center. Two American business- 
men whose specialties relate to the products displayed would contribute their ser- 
vices for a specified term on the same basis as those now volunteering for Trade \ Cen 
Mission assignment. They would be recruited by the Department of Commerce. In 
addition, the Center would be staffed with such local employees as needed to assist 
the Exhibit Manager in running the exhibit and the Foreign Service staff in operating 
the library and rendering other commercial services conducted from the Center. 


The personnel serving the Center's exhibit would be in a position to identify 
fully the American goods on display, to give price quotations, and to demonstrate or 
explain their features to prospective foreign customers as well as providing alterna. 
tive sources of supply in the U.S. While it is not contemplated that these personne) 
would act directly as salesmen they would be able to refer serious inquirers to local 
representatives of American producers and to immediately transmit through the Foreign 
Service commercial staff serious expressions of interest to U.S. firms concerned 
through established channels. 


The Trade Center would be under the general direction of the Commercial Attache. 
He would move his section or principal components to the Trade Center. Here the 
normal trade promotion work of the Foreign Service would be carried on against the 
back-drop of the comprehensive commercial library and under the especial impetus pro- 
vided by the U.S. exhibit. Specific trade and investment opportunities arising from 
the Trade Center would be handled under the direction of the Commercial Officer and 
he would make recommendations after consultation with the Exhibit Manager to the Cen 
Department of Commerce, as to the content of future exhibits. 


The Exhibit Manager would be concerned with the initial planning for each 
Center; the receipt of the goods in the country concerned; the effective presenta- 
tion of such goods; the proper exploitation of the exhibit through appropriate 
public relations media; the arrangement of a comprehensive program for the volunteer 
business consultants including country itineraries, with the assistance of the 
Commercial Attache, where appropriate; accompanying such businessman volunteers 
where appropriate; preparing an evaluation of the effectiveness of the exhibit in- 
cluding recommendations for its improvement for use in other Trade Centers; the 
preparation of personal recommendations regarding subsequent exhibits which might 
be shown in that Trade Center; the striking and onward shipment of the products 
shown in Trade Centers and the preparation of reports covering the Fiscal responsi- 
bilities of the Trade Center. 


Preliminary thinking with respect to the establishment and operation of these 
Centers has included some of the following considerations: 
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OPERATIONS 


1, It is recommended that the basis for establishing World Trade Centers 
ve predicated on the following factors: 


a. Establishing in key commercial centers of countries where: 


(1) A current and immediate short run substantial dollar balance is 
available for the purchase of a variety of U. 8. goods. 


(2) A market relatively unfamiliar to and not fully exploited by the 
American export community. 


2. It is recommended that location and physical facilities of World Trade 
Centers be predicated on the following criteria: 


a. The Trade Center should be located in a commercial area where 
many different types of businesses and industry exist. 


b. Trade Centers mst have a location in a street floor store which will 


be equivalent to a 75 to 100% location in the nomenclature applied 
to the retail trade. 


c. Each Trade Center should contain 2000-3000 square feet, this being 
roughly comparable to the approximate 1000 square feet now used in 


trade information centers, plus 1000-2000 square feet for display 
materiel. 


a. The part of the Trade Center which consists of the trade information 
center will be staffed by specialized personnel and be equipped with 
and maintain a comprehensive commercial library of 800-1000 U.S. 
trade publications, periodicals, and references covering the widest 
possible range of business, industrial and product data. 


3. It is recommended that the selection of products and equipment for Trade 
Centers be based upon the following criteria: 


a. A survey made by the Embassy or post concerned plus information 
obtained from the Department of Commerce of Washington, as well 
as the Field Service, will provide the basic data on which the 
selection of the exhibit will be made. 


bd. Products selected for the Trade Centers will be chosen on the basis 
that they have direct sales promotion potentials for immediate 
development. 


c. A typical Trade Center display might be highly specialized in that 
it would contain, for example, only one kind of equipment such as 
business machines; or, depending upon the market potentials, it 
might be a diversified exhibit containing more related products. 


a. Products and equipment to be displayed should be limited to those 
loaned or donated by industry. 


e. Equipment or products comprising a given exhibit should remain on 
display in the Center for two to four months and then be trans- 
ferred elsewhere. 
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Rotation of exhibit material within the Trade Center complex would be 
directed from the Department of Commerce in accordance with experience 
gained from the operation of the previous Trade Center, continuing 
studies made of the economic developments in the country, and recommenda. 
tions from American industry. 


To the extent feasible an adjunct to the Trade Center may be established 
in the form of a mobile unit which would carry exhibits from the Center 
into regions of the country outside the commercial city. 


4, It is recommended that selection of personnel be based on the following 


criteria: 


5. Operations of Trade Center~-it is recommended that the following procedure 


4 


Each Trade Center Exhibit Manager will be a trade specialist in a broad 
field of American business enterprise or an expert in trade fair opera- 
tions within certain industry areas. 


The American businessmen to be recruited as voluntary assistants for 
Trade Centers will generally consist of two or more businessmen from 
the top sales and/or technical executive level of American business 
whose specialty relate to the products displayed, and who will con- 
tribute their services for a specified term on the same basis as those 


now volunteering for Trade Mission assignments. This will ordinarily be 
for two months. 


Trade Center personnel for daily operations concerning the display will 
consist as a minimum of a secretary, a receptionist, a librarian, an 
interpreter and a messenger. 


Personnel assigned from the Embassy or Consulate will as a minimm con- 
sist of an FSO Commercial Officer, an FSL Commercial Assistant, and a 
typist. 


Publicity support from USIS will be furnished to the maximum extent 
possible within the provisions of the USIA Mission and the resources 
at its disposal. 


for-operating Trade Centers be established: 


The manager and his business associates with the participation of the 
Commercial Attache will make scheduled talks to special groups at the 
Trade Center city and throughout the country to apprise host country 
businessmen of the displays and to invite them to inspect the equip- 
ment. This will be in addition to the USIS generated publicity. 


Utilizing Embassy and Consulate mailing lists, the Trade Center will 
send out appropriate literature periodically on the displays and on 
the nature of the operations being maintained. 


With the @moperation of the office of the Commercial Attache, the 
Trade Center manager will initiate the follow-through on a complete 
schedule of monthly surveys to determine the effectiveness of the Trade 
Center operation, the number and kinis of contacts made, the status of 
negotiations with American firms, and the extent of business actually 
consummated. 
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dad. During the course of the Trade Center operations, and with the advice of 
the business associates, the Commercial Attache, after consultation with 
the Exhibit Manager will prepare a report at the close of each cycle as 
to the best possible equipment and products to be shown when the next 
series of exhibits comes into being. 


Implementing Recommendations 
for 
Recommendation #2 


A. It is proposed that a comprehensive study be immediately undertaken by the 
Department of Commerce with a view to ascertaining the relative strength and weak- 
nesses of existing foreign trade centers operating in the U. S. and abroad. The 
study should be designed to obtain as much factual information as possible on the 
operation of such centers, and where centers have been closed down, to learn the 
reason why they were closed. The operational experiences of other trade centers 
should be given appropriate consideration, along with the operations of the U. S. 
pilot projects, in determining the advisability of contiming a program to establish 
U. 8. Trade Centers abroad. 


B. It is proposed that as much information as possible be secured on policies 
and experience of friendly foreign governments regarding their trade center opera- 


tions. 


C. It is proposed that the facilities of the Foreign Service be used in ob- 
taining information abroad on Recommendations A and B above supplementing other 
available source, 
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ADDENDUM 

















The following comments were prepared, subsequent to the completion of the Working 
Group X Report, by the Of f the General Counsel, Department of Commerce. 
No new legislation is required to permit the inclusion of a substantial trade 
romotion element in the tra fair participation program, There might have been some 
doubt on the matter because of the absence of a specific reference in the Trade Fair 
Act to trade proriotion, However, in authorizing the use of funds appropriated pursuant 
to ct for eral years to finance Commerce trade missions to the foreign fair 
r th yongress has clearly acknowled,;ed and approved of trade promotion a 





S 4 proper 
means of achieving the Act's purposes. As a matter of fact, only last year the Congress 


rejected an Administration proposal to finance these missions henceforth with regular 
Commerce funds and under re,;ular Commerce enabling legislation, In doing so, it again 
confirmed its desire and intention to authorize such trade promotion activities under 


the rade Fair 





The purpose of the Trade Fair Act (Public Law 860 - 84th Conyvress) is: 


the ties which unite us with other nations by demonstrat. 

dutions being made by the United States economic and social 
ful and more fruitful life for its own people and other 
world; and thus to assist in the development of friendly, 


iar sear Uni ’ " 2 rh 
eful relations between the United States and the other 





o that end, the President is authorized to provide for U.S. participation in fairs 
and exhibitions abroad, including trade and industrial fairs and other public or 


private demonstrations of U.S. industrial accomplishment, 





The under I of the Trade Fair Act is to provide for the promotion and 
strengthening of our international relations, and it is left to the discretion of the 
President and the administrators of the program to determine which fairs to partici- 
e scope and nature of such participation. It would be 
under these circumstances to put on Government trade promotion exhi- 
arately or in coordination with U.S. industry exhibits if it were 
i opment of trade is not only in our national interest but also 
can contribute to gn political objectives. This conclusion finds support in 
another provisior ade Fair Act (Sec. 4) which is to the effect that to the 
maximum extent feasible private individuals and firms should be encouraged to partici- 
pate in the trade program and funds appropriated pursuant to the Act should be 
uscd to contribute toward meeting the expenses of activities carried out thr ugh nor- 


mal private channels and by private means. 
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e in, to what extent, and 
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of exhibits calculated to win friends abroad 








3s--for example, pr t xport f our 
*h can demonstrably help the developing 
economies of many countries, while “showing off" in a modest way our own iplish- 
ments. Incidentally, this interpretation of the Trade Fair Act was rec 





accep 
gram 
can ¢ 


impor 
it is 
this 


FOREIGN COMMERCE STUDY 495 


accepted by the OCB in revising the Guidelines for the trade fair participation pro- 
gram to specifically recognize that trade fair exhibits designed to promote trade 
can contribute to the political and cultural objectives of the program, 


In order to establish the encouragement of trade as an objective of equal 
importance in the Trade Fair program with psychological and foreign policy objectives, 
it is only necessary for government policy makers at the highest level to say that 
this shall be done, 
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APPENDIX B 


April 13, 1960. 


Mr. Philip A. Ray, Under Secretary 
U.S. DEPARTMENT OF COMMERCE 
Washington, D.C. 


Dear Mr. Under Secretary: 


We enclose the completed report on HOW TO EXPAND EXPORTS, 
following our study and opinion sampling of representative leaders 
from U.S. Business & Industry. 


You will find it safe to assume therefrom that the overwhelming 
majority of knowledgeable executives from private industry are 
decidedly in favor of the proposed national program for export 
expansion. 


As professional researchers, we have designed this exploratory 
survey on your behalf ina manner that has objectively yielded the 
reliable opinions and best thinking of participants. Consequently 
the report truthfully mirrors all of the reactions and thoughts 
gathered verbatim and without any censorship. 


The subsidiary additional survey-efforts in the Los Angeles are» 
serve as a regional extension of the study and fully confirm the 
apparent validity of the original sampling. 


From our findings we can authoritatively state not only that the 
great majority of executives interviewed are decidedly in favor 
of the national program but that there appears to be a great 
interest and desire in the business community to carry their im- 
portant share of the program, once governmental leadership and 
certain congressional support renders this fulty feasible. 


Sincerely yours, 





ERNEST L, EN & ASSOCIATES 
ELL Ernest L. Loen . 
cc / 
\, 
(| Y ) 


HOW TO EXPAND EXPORTS 


report 

of a study of pooled reactions to the proposed 
National Export Expansion Program 

and suggestions 

toward its implementation 


prepared for the 
INTERAGENCY EXPORT PROMOTION TASK FORCE 


ERNEST L. LOEN & ASSOCIATES, Management Consultant: 
2330 West Third Street, Los Angeles 57, California. 
April, 1960 - UDC#461 
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INTERAGENCY EXPORT PROMOTION TASK FORCE 


Philip A. Ray, Chairman 
Under-Secretary of Commerce 


Julian B. Baird 
Under-Secretary of the Treasury 


C. Douglas Dillon 
Under-Secretary of State 


Clarence B. Randall 
Chairman, Council on Foreign Economic Policy 


Raymond J. Saulnier 
Chairman, Council of Economic Advisors 


Maurice H. Stans, 
Director, Bureau of the Budget 


Samuel C. Waugh 
President, Export-Import Bank of Washington 


Note: Ernest L. Loen & Associates, on contract to the Department 
of Commerce, prepared this report for submission to the 
Interagency Export Promotion Task Force. The report has been re- 
produced as a Government document, without editorial change or 
comment, as a service to participants in Task Force conferences 
and as information for other persons interested in the expansion 
of United States foreign trade. The publication and distribution of 
this document, however, do not constitute official endorsement by 
the Task Force or other Government Agency. 


U.S. Department of Commerce 
April, 1960. P 
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PREFACE 


This report is essentially the result of two 
workshop conferences held under sponsorship of the INTERAGENCY 
EXPORT PROMOTION TASK FORCE, in Washington, D.C. at the 
Department of Commerce. The first one, a smaller "pilot" session, 
took place on March 3, 1960; the second one, a major conference 


on the expansion of United States exports, on March 7, 1960. 


Brief background of this study: Inthe summer of 1959, the Govern- 
mental Interagency Export Promotion Task Force established an Inter- 
agéncy Export Promotion Steering Group to develop and propose a 

national program to increase United States Exports. The Steering 

Group in turn, utilizing personnel from State and Commerce Depart- 
ments, the Bureau of the Budget, and other agencies, organized 12 working 
groups. The findings of these groups were detailed in a factual 


report that was submitted to the Task Force on February 19, 1960. 


At that time, the Interagency Task Force decided to augment 
the consultations of executives from Industry that took place as the 
initial study proceeded. To this end, representative leaders from 


Business and Industry were invited last month to attend the above 


mentioned conferences. 
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The purpose of these March conferences was to obtain 
reactions, suggestions, and amendments to the tentative national 
program from private enterprise leaders. Subsequent to these con- 
sultations, President Eisenhower endorsed the emerging program 
and delivered its essence in a message to the Congress on March 
17, 1960. In his message, the President announced that full details 
of the national program would be presented during related Congres- 
sional hearings, the first of which are scheduled to start late in 


April, 1960. 


The report now before you represents the pooled thinking 

of executives participating in the consultative conferences held prior 
to the President's message to the Congress. For the benefit of the 
reader who did not take part in any of the group sessions, we give 
the following explanation of the key principles and methods involved 
in these workshops: (1) The carefully selected participants received 
both a written and an oral synopsis of the tentative program in the 
hands of the Interagency Task Force; (2) Participants were guided 
to state their views of the obstacles in the path of improved export 
activities, their suggestions for meeting them and improving the initial 
program, and to offer their critical overall comments to the plans at 


hand; (3) . 
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All thinking was pooled on an anonymous yet independent basis, largely 
in writing, by a management and survey technique known as Idea 
Engineering. The workshop sessions entailed exacting and hard work, 
and the Government as well as the survey consultants should stand 
grateful for the participants’ dedicated and intensive contributions, 


detailed hereafter. 


The main body of this report does not involve an evalua- 
tion of the ideas collected. Thus Chapters One through Five include 
all of the major thoughts, viewpoints, reactions, and suggestions of 
the individuals sampled, exactly as submitted and virtually verbatim, 
IN THE VERY WORDS OF THOSE CONTRIBUTING. Essentially, we 
have collected, organized, pooled, and integrated the cross-fertilized 
brainpower and its expressions, without any attempt at censorship; 
omitting, however, some of the understandably large number of almost 
exact duplications of comment, still leaving this report necessarily 
repetitious in parts. Whether some of the viewpoints quoted are right 
or wrong, sound or unsound - or how to evaluate a few directly oppos- 


ing views - is best determined by the individual reader himself. 


Each statement of opinion and piece of advice included in 


the main body of this may therefore be read by all concerned in the 


iii 
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spirit of a true-false test. Study of this report in such a frame of 


tor 
mind will be, at least at the outset, an excellent means of obtaining the 
its fullest measure of value. Of course, every reader is safe to ) pat 
consider this report as a truly representative and faithful mirror of rep 
the program-reactions and thinking on export expansion of the parti- onl 
cipating leaders from U.S. Business and Industry. thir 
As consultants, we believe that much of these five chapters = 
is apt to speak constructively and only too clearly for itself. (Apart from 
having already offered some additional guidance to the formation of poc 
the announced program, the thinking herein will undoubtedly prove Lot 
useful in further improving the national program and toward its Col 
implementation. It is further conceivable that some readers, repre- of 
senting various enterprises, may find some of the thinking in here useful are 
for their own organization's purposes). the 
Following the table of contents and preceding the main 7 
report body, we are separately rendering our own brief analytical 
comments on the pooled thinking, for the possibly useful additional anc 


guidance of all concerned. 


As previously stated, this report is essentially based on 
the comments of representatives of U.S. Business and Industry parti- 
cipating in the March workshop conferences. All 158 of these contribu- 
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tors are listed in the appendix of this report. Separately named are 
the 81 officials from various governmental agencies who also partici- 
pated in these consultative sessions. Comments from these Government 
representatives, however, were separately collected and appear herein 
only when essentially differing from or augmenting the non-governmental 
thinking and are so clearly cited at the end of certain chapters, under 


the heading "G"' thinking, 


In addition to the above contributors to this report, we have 
pooled in a subsidiary way the thinking of 70 more executives from the 
Los Angeles area. These executives and members of the World Trade 
Committee were gathered for this purpose by the Los Angeles Chamber 
of Commerce on March 22, 1960. The contributions of this L.A. group 
are also quoted separately, either by explaining them as comments of 


the L,A. group, or by a parenthetic (LA) designation following such 


a comment, 


Thus the grand total of participants listed in the appendix 


and contributing to this report was 309 individuals, 
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ANALYTICAL COMMENT ' 


As stated in the preface, the following observations are 
those of the survey consultants, as distinct from those in the body of 
the report, which represent the thinking of workshop participants, in 
verbatim fashion. ' 
As professional consultants and objective researchers, 
we should like to advance our opinion that the thinking pooled in this 


report clearly reflects an overwhelmingly favorable attitude and 


reaction to the proposed national export expansion program. 


The positive reception accorded to the program is best 
gathered from observing the overall tenor and nature of the thinking 
reflected in this report, when contemplated in its entirety. In Chapter 
One, however, we have separately reported on overall program reactions 
from 124 participants, who have directly so commented. 

Each reader of the whole study, who wishes to evaluate 
for himself the total overall program-reactions of participants, should 
bear in mind that workshop instructions intentionally accented a "diffi- 
culty analysis" and hence solicited critical observations and constructive 


suggestions, rather than compliments, 
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It should be further realized that many of the negative 
observations quoted herein clearly reflect an as yet unclear under- 
standing on the part of many participants of the full policies and 
details of the proposed program. After all, the thorough and thought- 
ful details of the full program - covering hundreds of pages - could 
not be in time completely communicated to survey-workshop partici- 
pants. Consequently, the fully informed reader of this will find ob- 
jections and suggested amendments to the program, which frequently 
are already covered by the original plan. (Export credit facilities, 


for instance). 


In another way also, much of the minority opinion unfa- 
vorable to the program supports indirectly the favorable majority. 
Namely, many of the negative opinions seem to cancel each other out 
by advocating that the program should be broader and include all of 
international trade, on the one hand, and by holding that the program 


is too ambitious, on the other. 


All considered, the proposed national export expansion 
program appears to be sound indeed, and appears to be heartily 


welcomed by the concensus of opinion gathered from Business and 


Industry to date. 


ix 
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Worthy of note is the implicit concern of many partici- 
pants that the program may fail at the implementational ievel for 
possible lack in astute organization and vigorous follow-up, even after 
the program is properly launched later this spring. Even though 
several contributors have found the term "mobilization" itself ob- 
jectionable, the majority clearly envision the need for strong leader- 
ship and governmental guidance as well as the initial support from 


all sorts of organized and existing groups. 


Since the Interagency Task Force was at the time 
seeking the advice of executives from industry most knowledgeable 
in export matters, the majority of workshop participants represented 
men most experienced in international trade. As remarkable as the 
results of their thinking are - pooled ina few hours and written up 
here - they represent but the initial and relatively superficial thinking 
when compared to how much more is available. In launching the 
emerging national program, its organizers may very well be much 
served by this original effort to amend the program and render it more 
implementable. They will be well advised, however, to gather from this 


modest effort how much more brainpower and support from executives 


throughout the country is really available, and theirs for the asking, 
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within additional sustained and systematic efforts to pool further thinking 


and goodwill. 


As consultants, we are advising the Task Force to 
keep its promise to workshop participants about keeping them informed 
of the progress of the export expansion program, including providing 
all conference contributors with a version of this study-report. That 
this is also looked forward to by the conferees is reflected by many 
written requests received, well illustrated by the following verbatim 
quotation from one of the anonymous executives present: 

"A well-organized and conducted meeting; should be pro- 

ductive of many practical results. Hope when the report 

is issued to us it will also include text of each address, 


so as to give us a complete record, which we may share 


with our colleagues who did not attend." 


It was our privilege to have rendered our professional 
services during the developmental stages of the National Export Expan- 
sion Program, which we ourselves believe to be a significant and 


greatly needed effort for the sake of the U.S. economy in particular 


and our future as a nation in general. 
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CHAPTER ONE: 
PARTICIPANTS’ OVERALL REACTION TO THE PROGRAM 


As previously stated in the survey consultants’ analytical comments, 
some 124 representatives of the business public offered specific 

overall reactions to the Program. To document the full flavor and 
nature of these reactions, they are further detailed in this chapter. 

(Let the reader once more be reminded, however, that the following 
report of specific reactions to the Program as a whole is only one 
aspect of the discernible views of participants. All comments received 
and detailed in this entire report represent a more complete and 

true mirror of program reactions gathered). 

Opinions and statements collected, representing specifically overall 
reactions to the Program, were interpreted and segregated into the 
following five sets of reaction-groups: (1) "ff": unreservedly favo- 
rable; (2) ‘'f'': favorable with additional comment; (3) "1/2": favo- 
rable by implication but not clearly determinable; (4) "uf": unfavorable 


by critical if partial comment; (5) "uuf": unfavorable in the essence. 


OUT OF 124 INDIVIDUAL OVERALL-REACTIONS (100. 0%): 
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"ff" was interpreted - as mentioned - to mean that the survey participan 
offered a specific unreseVedly favorable comment about the Program ag 
a whole. So that you may further understand our interpretation and form 
your own conclusions about what we thus designated, we are offering yoy 
the following representative verbatim quotations from this group: 

"The export program as outlined is terrific. We should have started 


it years ago. (This is one avenue of competition where we should make 


great progress; we know how to sell goods),"’ 


"The overall program is good and is a wonderful opportunity for Govern- 


ment and business to solve a serious problem," 


"The plan for export expansion is good and should be highly emphasized, 


This should have been started or done ten years ago," 


"The program is certainly worth while; it will cost money, and Commerce 


and State will need business support to get it. Good luck" 


"Program sounds really great! (Very important we and others be kept 


informed), "’ 


"Commendable that Government really taking an interest and proposes 


to tackle problem. Good luck!" 


"The best thing I've heard in years - it all hinges on follow-through] 


(Trade libraries aren't important, however, its personal contact...)" 
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"Strongly urge that you go ahead with program... but that you also emphasize 


the problem of effectively combating rising wage spiral." 


"Long past due! Magnificent undertaking for not only US participation 


in more world trade, but to lessen world tension." (LA) 


"Indicate a program of aggressive thinking in the right direction, (If the 
Government is half so competent and cooperative on this - as indicated 


by presentation - the plan can't miss!)" (LA) 
"A wonderful and tremendous program ~- most constructivel" (LA) 


"Highly desirable, desperately needed! As outlined, it would seem to be 
workable," (LA) 


"Even if the program merely succeeds in disseminating information needed 


by exporters, it will be worth it. I approve the proposal!" (LA) 


"f" was interpreted, as mentioned, to mean that survey participant offered 
a specific favorable overall Program reaction but with an additional qua- 
lified comment. So that you may further understand our interpretation and 
form your own conclusions about what we thus designated, we are offering 
the following representative verbatim quotations from this group" 


"The Government export program is good as far as it goes, In the end 


success depends on private initiative." 
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"Program is good but I think you must be very frank with foreign Govem. 


ments and insist that they stay out of business." 


"Good presentation of a well-planned program, but fear that role of 


foreign and domestic service may not materialize fully as anticipated," 


"I am encouraged by the comprehensiveness of the proposed program, 
but hope that we will concentrate on the more vital things first and 
avoid any speculative measures. We should win over the US public ag 


we proceed|" 


"Tell Congress that the businessmen freely gave today's Department 


of Commerce conference many thousands of dollars worth of time," 


“I am in favor of the US export program. However, I am apprehensive 
as to its dissemination to the small businessman and his comprehension 


of its help tohim." (LA) 


"Plan sounds very good but by the time it is put into effect will it be 


too late to satisfy its primary objective?" (LA) 


"1/2" was interpreted - as mentioned - to mean that survey participants 
offered a specific comment apparently relating to his overall program 

reaction, often essentially favorable;-but undeterminable as to his genen! 
feelings. So that you may further underetand our interpretation and form 
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your own conclusions about what we thus designated, we are offering the 
following representative verbatim quotations from this group: 


“Too much emphasis seeims to be put on trade fairs in the program," 


"Not enough emphasis has been given to the part the Labor Unions might 


play in expediting the program." 


"Since industry must eventually be responsible for execution of a suc- 
cessful export program, emphasize helping industry rather than prima- 


rily increasing Goveznment facilities or personnel, “ 


"An emphasis - the idea of display of US goods abroad is not practical. 


(How to select US goods? What a headachel)" 


"Cut program to current capabilities, revise periodically to keep pace 


with increased capability." 


"Program must include small manufacturers if it is (1) going to be 
successful and (2) if iarge businesses of tomorrow are going to be 


foreign trade minded," 


“It would be hoped that this desirable emphasis on increased exports 
would not be utilized as a smoke screen to divert attention from rising 


national import problem," 
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“uf' was interpreted - as mentioned - to mean that survey participant 
offered critical comment, leaving a not necessarily wholly but at least 
partially unfavorable reaction to the program, So that you may further 
understand our interpretation and form your own conclusion about what 
we thus designated, we are offering the following representative verba- 
tim quotations from this group: 

"The program does not sell TOP MANAGEMENT, consequently there ig 
very little we can do to solve our principle problems within our own 


companies, " 


"Program is lop~sided on side of exports - should be oriented toward 


expansion of international trade." 


“Export program is too narrow ~ international trade and investment is 


what should be also pushed and encouraged," 


"Export cannot be properly handled unless a realistic import-policy is 
also considered (simultaneously), " 

“uuf" was interpreted - as mentioned - to mean that survey participant 
offered an essentially unfavorable overall reaction to the program. So 
that you may further understand our interpretation and form your own 
conclusion about what we thus designated, we are offering the following 
representative verbatim quotations from this group: 

"The Government program, as outlined, seems superficial. It will at 
best help gather information about foreign markets which is already 


available, except perhaps to small American business. The program 
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doesn't begin to touch the two fundamental elements of a successful 


export sales policy: price and payment terms." 
"The program seems unnecessarily diffuse, and rather vaguely ambitious. " 


"Who are you kidding? Cut your program to match your Government 


capability." 


"Apparently program implies LAY OFF IMPORTS. This is unfortunate 
because trade is a two-way street and pushing exports only can generate 


ill-will abroad, and actually fail in objective." 
"Program itself won't solve the problem: there must be incentives," 


"Present program is questionable as the additional expenditure of US 
tax money requires higher taxes, which ir themselves encourage industry 


to move overseas," 


"Proposed program is based on too great an expansion of Federal per- 
sonnel at the working level, rather than use of a few key Government 


personnel to mobilize business help." 











518 FOREIGN COMMERCE STUDY 


Some additional comments were received from participants which did 
not clearly amount to overall program reactions, nor did they seem 

to readily fit into the critical or constructive ideas fused elsewhere into 
the body of this report. A few of these paralleled comments made by 
others and reported later within the body of this report, such as: 

"I don't know the answer... The problem really is to reach the producer, 


not the foreign trader!" 
Others merely raise questions, such as: 


"Is US Government prepared to assist US industry in its export efforts: 
(1) by eliminating foreign import restrictions? (2) Financial support of 
US industry comparable to foreign Government's support of foreign 


industry?" 


Lastly, there were collected an additional group of comments about the 
Washington 7th meeting itself, rather than dealing with the Program as 
such. Many observations in this category contain helpful ideas, useful 
in improving further public conferences in this matter. The following 
verbatim quotations are illustrative, especially if the reader bears in 
mind that only critical ideas were solicited in this context: 


"The Report ina few weeks from now will probably show this was not 


a pre-arranged rubber-stamp session. (Apologies for criticism this a.m.) 


"Method of pooling ideas good, but categories too broad for helpful 


answers, Suggest we each be invited to write also a thoughtful ietter 
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to someone in charge, outlining what each of us personally would do if 


responsible for enlarging US exports." 


"Program today should have had one major conclusion from each table - 


for fuller participation by audience," 

“Water pitcher on every table would help hold attention." 
"Room temperature was too hot,” 

"Too much time for lunch," 


"Less speeches from platform, allow instead each table to have one man 
selected by lot to talk for 3 minutes. (Ring him down with a gong at end 
of time. )" 


“Provide an initial explanation that you can appraise the effectiveness of 
IDEA ENGINEERING only after you have seen the second stage! (Don't 


judge this by the initial part of the process alone...)" 


"Believe this is a good start. If 10% of the suggestions are followed 
through to conclusion the program will have a good start. This should 
be @ continuing thing and another similar meeting is needed in six 


months as a follow-up, " 











CHAPTER TWO: 
WHAT GOVERNMENT SHOULD DO 


A, DOMESTICALLY: RE MODIFICATION OF POLICIES AND REGULATIg, 
—— ee ee et 


1. Get our Government (not just administration) to adopt and reaffirm 
SS nanesan neentanssonne eames eeaeabipge ialearetialiptene bat eeeenanaateentetaattetatentnentanensnennin ta 
an aggressive and dynamic policy of enlarging USA exports abroad and 
enact suitable legislation to permit unified action to corral the foreign 
market. (Let the Secretary of Commerce request indusiries - through 
individual companies or trade associations - to set forth their views 
and recommendations on specific policies or procedures of Government, 
for which changes are desired, then request Administration action to 
implement). 

Develop incentives that will encourage business interest in 
an area that presents political and financial monetary difficulties. Expand 
exports without adding to bureaucracy. Combat the communist economic 
war which results in establishment of industries controlled by the public 
sector. Assure industry that exports of its particular product(s) will no 
further involve Government controls either at home or abroad, An obst: 
cle to exports is the fact that US taxpayers’ funds in large amounts are 
still being used to purchase competitive products in other countries, rathe 
than being spent in the USA. Prevent monopolistic activities of US firms 
opening a new manufacturing project in a foreign country through seeking 
complete and total protection for their products. 


2, Covernment to follow a consistent policy as Board of Trade does 


in U.K. We have been under great pressure for several years to invest 
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abroad. Now the tide turns to export US goods. Meanwhile we move 
into foreign investment. Where are we now? Does Government still 
support and encourage foreign investment? 

Establish all Government branches as agreeing re exports 
so that the exporter will not find himself caught by conflicting policies. 
Establish policy about which industry can concentrate its efforts more 


effectively. US policy is about ten years out of date and therefore in- 
dustry needs clarification in order to mobilize its efforts. 


3. Put Department of Commerce in charge (of this program). The 


Department of Commerce has a mandate from Congress to develop 

and foster our trade. In the past few years this has been encroached 
on by the State Department. The Congress should renew this mandate 
and provide sufficient funds to doa job comparable to our importance 


in international trade. 


The Congress should also “nuzzie" the Treasury Department. 
Their rulings are unfair and not in line with the intent of Congress. 
For instance, the muddle and uncertainty of the way they interpret the 
Western Hemisphere Act. They make their own regulations and certainly 


restrict the development of our export trade! 


4. Overcome anti-trust complications and pool efforts. Cooperate in 
each specific industry to achieve export trade without anti-trust penalties. 
Modify application of anti-trust laws abroad so that US exports can com- 


pete on equal terms at local level. 
ll 
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Ask Department of Justice to clarify laws on cartels, mono- 
polies, etc. particularly as regards foreign trade. Remove the threat 
of Department of Justice soa particular industry can cooperate to egta- 
blish an export policy. Department of Commerce must lobby Attorney 
General for definition in anti-trust policies as they pertain to foreign 
trade. All branches of Government must play the '‘same tune’. Have 
Government eliminate anti-trust regulations in all foreign export commerg 
engaged in by American firms. Allow industry to "combine" for its expor 
effort, notwithstanding cartel or trusts ideology. Re-examine application 
of anti-trust laws: U.S. manufacturers must face such a confused picture 
as compared to exports of other countries. Attempt to extend US juri- 
sdiction into other countries, Pass legislation permitting US business 
"mobilization" in this program without fear of anti-trust reprisals. Perm 
US companies to combine by industries in exploiting respective foreign 
markets. Make it legal without question for competing companies to meet 
to discuss the best means to develop greater efforts. How can you operate, 
ina "controlled" market abroad in face of US anti-trust laws? 


5. Absorb U.S. surplus commodities into export trade, Get away from 
Government subsidization- of exports such as cotton. Eliminate supports 
on agricultural products. In this way cotton textiles, for example, could 
better compete against foreign textiles made with cheaper foreign un- 
subsidized cotton. Re-study domestic subsidies to eliminate marginal 


producers and make money available for foreign export support. 


6. Promote exports at the Government level. (Apply the principle of 
the Keating Bill to foreign trade policy). Give the same consideration to 
ICA and military aid as is now available in DLF and Eximbank. Asa 
proof of governmental interest, get ICA to buy American goods for distri: 


bution abroad. Get representatives in ICA who will help the US manufactum 
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rocher than make every effort to support the foreign manufacturer, At 
least a neutral position would be better than a negative one. Just give 
US exports the same break that is given to all others. Use US funds, 

now being made available to other countries, to be spent in the US rather 
than left for open world competition where foreign manufacturers can 


underbid US. 


The time to encourage rebuilding foreign industry is long 
past. Discontinue making loans or grants abroad without specifying that 
part of it be spent in US. Stop the ICA practice of encouraging host 
countries to buy from countries other than the US. Use foreign aid money 
to increase exports by requiring that it be used to buy from US companies. 
Eliminate foreign competition in bidding for purchase under ICA dollar 
allocations. Insist that procurements for foreign aid be supplied with US 
made products, so that they serve as samples and thus promote future 
sales of US-made goods. 


Quit having US Government or quasi-Governmental agencies 
encourage construction or even loan money for construction of industries 
unsuited economically for many countries that merely destroy mutually 
beneficial US exports. 


Effect economies and greater efficiency in extending and 
administering foreign aid programs, both military and economic, since 
foreign aid expenditures are one of the principle reasons we are ina 
position where it is necessary to increase exports. Provide for US 
Government to insist that at least 50% of foreign aid funds be spent in 
USA, (Government should get foreign countries to pay large part of our 
3 billion dollar military expenses overseas). 


Establish a Government policy of using American-made 
products in our Embassies, Legations, and overseas offices of U.S. 
Agencies. Insure Government's support of US export effort by its own 
purchase of requirements from US sources rather than foreign sources. 


a" 
Ww 
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Release funds, such as Public Law 480 to end use for trade 
purposes when all else fails; extend availability of Public Law 480 funds 
for sales expenses abroad. Apply part of foreign aid to encourage Ame- 
rican industry by using the proceeds to amortize competitive foreign prices 
in export markets. 


(Advise congressional committees of disastrous effect abroad 
to US industry of unfounded headline charges brought in this country for 
political reasons. Obtain the support of congressional groups). 


7. Modify this export drive to one which helps international trade, rather 
than just pushing exports. Revoke VI-2: US imports are essential to 

exports. Adapt a more liberal tariff policy on imports in order to create 
more favorable markets for exporters. Since increased exports implies 
increased imports, give concrete evidence of reduction in trade barriers 


to increase the flow of international trade. 


Have the Government indicate convincing evidence of a 
liberal trade policy by reducing import tariffs or other restrictions to 
allow imports to flow in sufficient volume to support the increased 
exports envisioned. Convince Congress that expanding exports in the 
long run is more important than tariff protection against imports. Maintain 
imports into the US so that dollar exchange will continue to be available to 
foreign countries for the purpose of receiving US exports. 


We must stop protectionist trend in this country which leads 
to reprisals by other countries against US exports. (For example, US 
quotas, import duties, taxes, etc. affecting imports of lead, zinc, copper, 
fisheries products, etc.) The protectionist tide may damage our "image" 
in nations to which we wish to sell and may dam the flow of imports which 
must enter if our present level of exports is to be maintained and ex- 
pansion is to be achieved, 


Prevent rising imports from so weak ening American 
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producers as to further widen the competitive gap between American and 
foreign produced commodities. Those industries now being damaged by 
imports from low-wage countries should be told by the Government how 
much of their industry the American Government intends to allow to be 
wiped out. 


8, Promote export of US SERVICES as well as goods, i.e. shipping, 
insurance, etc. Services must be considered in the same league as 
goods. Discrimination by foreign countries against use of these must 
be resisted as vigorously as possible, as discrimination against Ame- 
rican export of goods. 

American services in foreign trade must be recognized 
and be entitled to the same Governmental support and assistance as 


American products in foreign trade, Use and extend "free port" servi- 


ces. Increase our intangible exports, principally U.S, flag international 
transportation; second, foreign tourism in USA. 


9, Eliminate or modify certain export controls. Amend the Export 





Control Act of 1949 to make prohibited or limited exports just those 
which are truly strategic. (Relaxation of Government controls over 
all export business will be greatest stimulation for huge expansion in 


this area!) 


Simplify and reduce the amount of paper work which is 
involved in export trade - this is an added cost of doing export trade. 
Keep export control regulations from unduly hampering desirable exports. 
Simplify rules and regulations in regard to export. (Re-examine trade 
restrictions which will enable industry to more forcefully state its views, 
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also by simplifying receipt of licences from Commerce and Treasury "G" th 

both regarding commodities (products) and technical information), additic 
Rationalize and liberalize US Government (State and Com- “Bring 

merce) export licensing procedures, especially with respect to UN- Agency} 

CLASSIFIED technical data. Solve present conflict between State and 

Commerce in connection with the issuance of validated export licenses, "Borro 

Eliminate licensing requirements for exports of American manufactu- and pz 


rers. Remove present reporting restrictions on certain Schedule B 
numbers in the FT-410 report. 


Cut customs time and formalities for export and facilities 
clearance of exports through American ports. Eliminate export decla- 
ration in favor of copy of standard invoice, bill of lading or air waybill, 


Put US industry on the same basis as European competitors 
by reviewing obstacles of requiring restrictive clauge in technical aid 
agreements (foreign licensee of US companies to pledge that products 
will not be shipped to North Korea or Communist China). 
enjoye 
Eliminate US Government red tape in making sales to Iron Costs 
and Bamboo Curtain countries. Increase exports to the Sino-Soviet bloc; 
develop trade with Soviet and satellites. (How to increase supply of 
bunker fuels and lubricants when Treasury Department rulings make it 
necessary to get special exemptions, not usually granted on ships trading 
with China/Soviet bloc?) 


10. Cut out red tape and impediments to foreign visitors entering USA 





and encourage an expanded tourism to the USA. Developa greater travel 
potential from Latin America where currency restrictions and inflation 
practically forbid such travel to the United States. Magnify the value and 
pleasure of visitor travel in US. Conduct a vigorous influx of foreign 
tourists into the US to enable them to look-see with respect to products, 


services, and methods of ours.. 
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"G" thinking: in essence merely confirms above details, the only 
additional suggestions being: 


"Bring Webb-Pomerins Act up to date and assign it to a Government 
Agency which will promote its wider use, especially by smaller firms. "' 


"Borrow a few pages from the British Government rules, regulations, 
and practices. This should be done by the Government, " 


Provide advantages of travel, postal costs, etc. as are now 
enjoyed in other countries. (Reduce or at least postal rates an 
costs affecting literature, catalogues, and parcel post mailing. ) 





Adopt standard metric system. 


55506 O—60 34 
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B. DOMESTICALLY: RE IMPROVEMENT OF U.S. GOVERNMENT SERVIqy 

Get more money out of Congress to permit the Department 
of Commerce to provide the needed assistance to US exporters. Speed 
up Government activities in supporting the export drive, so that they will 
be of more practical assistance to exporters. Assist especially new- 
comers and small business groups to increase their exports; we have to 
maintain and increase US private business investment abroad, but many 
big businesses have plants in foreign lands now that accomplish their 


purpose. 


Above all, organize Government services in such a manner 
ee eee napa SSNS ESsSeeetes 


as to more effectively collect and disseminate trade information which 





will be useful to American exporters or to potential ones. Gather more 
effectively and disseminate more widely prompter information on foreign 


market conditions and prospects. 


Provide a listing on a weekly or current basis of specific 
market opportunities. Make information available to industry more quickly 
on foreign bid requests and provide information of foreign distribution 
system. (Sell the ICA personnel in US and overseas on the importance 
of reporting economic conditions that suggest specific export possibilities), 


Disseminate qualitative information re foreign markets, s0 
smaller companies need not be handicapped through inability to maintain 
export departments. Prepare and distribute to all manufacturers statistics 
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showing volume of domestic and export sales by industry, in years 
1950-60. Build a file of really successful case histories, print them 
in convenient form, circulate them and build a follow-up mechanism. 
Have most Government reports emphasize specific possibilities: the 
six W's - who wants what, where, when, why. (improve trade lists 
and w.t.d. reports!) 


Government should provide comprehensive quick advice on 
best countries to export to and use at distribution centers. Obtain 
meaningful data on the imports and consumption of products in foreign 
countries. Government should provide industry-type market research 
to trade associations. (Notify all industries of what is saleable abroad). 
Report trade information, particulariy markets for goods, in detail and 
not by general categories as set up by census statistics. Give wider 
dissemination (to a greater segment of US industry) of foreign trade 
inquiries, and give information on GATT by country as to export-import 
conditions to guide planning. 


(Give qualified market development assistance to industry, 
by individual foreign market and by product category. US can help through 
the development of statistical information as regards imports abroad of 
not only US but also other foreign products in foreign markets). 


Establish central source, Government or private, of informa- 
tion on foreign underwriters” requirements, design standards, etc. Set 
up US operated overseas-based design engineering pools and training 
centers; also publicize through Government and trade groups the neces- 
sity to tailor design for use abroad. 


The Department of Commerce should (request from the 
International Advertising Association information to) pass on to interested 
parties, as to the need for, and the facilities available for advertising in 
foreign markets. 





rought to the attention of applicable 
industries where markets are concerned. Give businessmen on trade 
missions greater scope, less to Government bureaucrats who too often 
head missions but don't know much about business development and pro- 
motion but are long on protocol. 
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Assign responsibility for all export activities toa definite 
section under a specific hea partment of Commerce. Improve 
and expand services of Bureau of Foreign Commerce. 






Give greater scope to practical ideas of E.E, Schnellbacher, 
who has done more to build US exports than any other man in US Gover. 
ment. Experienced businessmen who speak languages should be assigned 


to foreign ports to bird-dog sales opportunities, reporting to Schnellibache, 


Expand Field Service Offices of Department of Commerce, 





particularly to restore them to those areas from which they were taken 


away a few years ago and staff them with people with business experience 
—— 


Get experienced businessmen in Department of Commerc” 

field offices instead of political appointees. Get maximum effort out of 
existing personnel, adding to staff only where and when necessary. Qb- 
tain 20 or more super jobs and fill them ona 4 year basis from the best 
in the US export business. Locate and train the needed additions to the 
staff of the Department of Commerce. Get better trained and equipped 
staff, attract especially top export experienced men into top Government 
jobs in B. F.C. 


Better inform domestic Field Representatives so that they can 


have authoritative group discussions with ali types and sizes of potential 


exporters. Commerce Department to hold regional meetings, with 
emphasis directed toward those manufacturers not now in export busi- 


ness, to point out export profit possibilities. 


U.S. Department of Commerce call meetings of all interested 
manufacturers of exportable products, whether now exporting or not, Get 
those manufacturers who do not export or who just play at export ona hit 
or miss basis to see the value of doing a really serious and worthwhile 


job. 
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job. Organize by industry and region groups of seasoned export men 

to show these individual inexperienced exporters how to enter the export 
business or extend present export ona really sound basis. Do not make 
the mistake of under-emphasizing the cost and effort involved, however. 


Department of Commerce should work more closely with 
local Chambers of Commerce, developing exporter. Department of 
te tpetteeiecraesnctecnaneeronarerend 
Commerce should encourage local Chambers to conduct their own regio- 
nal trade missions travelling abroad, 

Department of Commerce Field offices should encourage 
every local Chamber of Commerce to publish lists of local exporters 
and importers; local Department of Commerce offices could supply 
firm lists as a starter, 

(State Department should cooperate with local Chamber of 
Commerce in giving information on trade opportunities and should en- 


courage meetings between US and foreign Chambers of Commerce dele- 
gations visiting US and US delegations abroad), 


Local Department of Commerce Field Office Managers 
should be encouraged to show more initiative and enterprise in deve- 


loping local business enthusiasm for exporting rather than awaiting 


"directives" from Washington like obedient clerks, 


The Department of Commerce should accelerate meetings 
of representatives of specific industries (by product classes) to discuss 
export expansion problems. Have regional Department of Commerce 
Managers prepare and submit list of speakers on export drive. Major 
US industries should be contacted by the Field Office representatives 
of the US Department of Commerce so they maintain a continuing interest 
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in the international trade development program, Field office personne} 
should arrange for the promotion of export clinics in their areas, 
Discussion by Department of Commerce with all those companies now 
doing substantial exporting. 

Create workshop clinics that would travel to key regional 

slsvadedeseachontaaperantectne ivaiinrsnntinansaneingaiaichannaismantepsioeteserannndadeuanneei-aioeaen 
cities to assist exporters. The Department of Commerce, in Providing 
information to potential exporters, should be able to give specific 
examples of success achieved by exporters in each category, as concrete 
evidence of potential. 

Assist American businessmen travelling abroad to overcome 
language difficulties and publicize briefing program for businessmen 
travelling abroad, 

(Commercial officers at home should also meet foreign 
embassy economic men in Washington and Consulates’ foreign men in 
US Chamber and local Chambers, and Washington people in AFL-CIO, 


League of Women Voters, etc, Farm Bureau and Union, Tariff League, 
and trade association people in fields related to their countries), 


Acquaint US business and industry with the vast resources 
of the Department of Commerce in building export and thus improve 
communications between business and Government on other than idealistic 
and theoretical bases, (Make known to US businessmen, through the 
Chamber of Commerce, the availability of the great wealth of pertinent 


data from the Bureau of Foreign Commerce, ) 
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Get the information which the Foreign Service can specifi- 
cally get on needed products abroad back to the American manufacturer 
and exporter. Disseminate trade information collected by Government 
agencies in a form which will be immediately useful to American exporters. 
Induce US exporters to take greater advantage of US Department of 
Commerce facilities for expanding exports; SBA could help with small 
business. 


Provide foreign marketing information to US industry as 
quickly as received from the foreign service without taking from six 
months to two years to process in this country. Get Department of 
Commerce unpublished material out of the "morgue" if it is pertinent 
to export sales. 


The program contemplated by the Department of Canmerce 
could, in my opinion, be improved by: including in it the use of engi- 
neering and management firms experienced in various foreign areas; 
expediting and clarifying Government channels - both US and others con- 
cerned; encouraging more active Government participation in various 
foreign trade associations; providing that the Treasury Department 
and appropriate finance agencies are briefed by business representatives. 


Encourage US firms having knowledgeable foreign organiza- 


tions (direct field reps) to handle non-competitive allied lines of US 
goods. (Tell us who we can hire to help us in foreign countries!) 
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C, ABROAD: RE DEALING WITH FOREIGN COUNTRIES 


Follow Teddy Roosevelt's advice: speak softly (perhaps) 
but wield the big stick. We must be forceful in all our trade dealings 
with foreign governments and provide increased US Government support 
in foreign countries for US industry. Approach principal foreign agents 
and explain why this export campaign is so essential to world stability 


(also to avoid retaliation; emphasize fairness and advantages accruing), 


Be more aggressive in our negotiations with foreign 
governments also by discontinuing the practice of buying goodwill 
through give-away programs. Become thoroughly familiar with protocol 
and follow it carefully. In negotiations, drive for economic advantages 
rather than political (most concessions in the past have been for poli- 


tical rather than economic reasons), 


Supply the State Department with better BUSINESS guidance 
in trade negotiations. Find out how to meet the growing demands of 
local manufacturers, when these are stimulated more by "nationalism" 
than by practical market considerations and backed by embargoes designed 
to protect local industries. 


Better evaluate the political trend in countries being consi- 
dered, including the possibilities of continuance of the favorable foreign- 
governmental attitude which would prompt expansion into that market, 
(Evaluate also the US Governmental assistance proffered for entering a 
highly competitive market, such as continuance of possible tax incentives, 
etc. ) 
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(How can we export technical know-how when taxation on 
individuals in so many countries is prohibitive? Restrain countries from 
making uneconomic capital investments to produce goods that should be 
imported, Prevent products manufactured in US under patent protection 
being copied without license in overseas market, thus discouraging 
pressing of export business), 


Overcome the feeling of nationalism with its attendant em- 
bargo on products without regard to economics and properly deal with 
nationalistic desires toward economic self-sufficiency in many LOGICAL 
market areas. (Do away with discrimination against foreign companies 
established in some countries). 


Find a way to deal with the inroads of Communism and 
ultra-nationalism in such countries as Cuba, which result in lost markets 
and investment opportunities for US business, (This is a serious and 
growing problem in Latin America, Africa, etc.) Determine what the 
future holds in Egypt for American companies now established there and 
how to deal with such areas as the Middle East where political troubles 
persist. 

Prevent "dumping" abroad by other countries, particularly 


the Soviet bloc. Combat cut~rate competition of foreign export traders, 
particularly Easteners and Europeans, 


Recognize Red China! 


Find a way to overcome the fact that dollar surpluses 
abroad are in hands of industrialized countries, whereas dollar shortages 
prevail in countries ''needing'’ many of our exports. (How to overcome 
dollar shortages in South America, Middle and Far East?) Establish 
some kind of soft currency clearing house, perhaps including commodity 
barter assistance) to help smaller businesses, At any rate, avoid selling 


customers’ country more than its economy can pay for in dollars. 
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Reduce foreign exchange uncertainties. Overcome the 
problem of convertibility to dollars of monies paid against our invoices, 
This may be the result of foreign Governments or dollar shortages, 
Achieve a better distribution of foreign exchange or reserves abroad 
so that more markets may be open to US exports. Guarantee the US 
exporter the necessary security against currency devaluation and ex- 
change losses. Combat foreign government assistance of their exports, 
e.g. waiver of sales taxes, etc. 


Meet the challenge of the totalitarian or communist trade 
methods of extending economic aid and tying industries into the gover. 
mental or public sector of control. Compete more effectively against 
nationalized industries such as the aircraft industry in France and 
England. Compete with foreign exporters who are insured against poli- 
tical and exchange risks by their Government and continue to compete 
with devaluated currencies of Great Britain and Europe. US Government 
can provide answer only under free enterprise system. 

Have one big common market for the countries in the 
Western Hemisphere. (Get at least reasonable clarification of the 


“passage of title'’ test in Western Hemisphere Trade Corporation), 


Offset the effects of "Common market" activities. We 
must overcome the difficulties. fostered by the Inner Six and the Outer 
Seven without political action on our own part, By Government to Govem- 
ment idea and intent exchange determine true underlying reasons for 
import restrictions and what steps need be taken to correct these barriers, 
It is important to distinguish between true and apparent reasons. Make 
sure that when discrimination against US products is reduced, it is 
reduced on meaningful items where US can truly compete, rather than 


in such things as lace, etc, 
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Overcome the type of selfish, one-way street, discrimina- 
tion on imports as practiced by such countries as Japan, Trade con- 
pe ns 
cessions with them on their own terms] If a country puts quotas against 
rts our products, impose quotas against theirs; if they keep up their high 

’ 
tariffs against us, let us refuse to make teriff concessions to them; 


m- (we have gone too far as it is under the reciprocal trade agreement). 
it 


i- Maintain reciprocal trade agreements so that after a market 
e is developed the foreign government cannot increase the duty toa prohi- 
ent _ bitive amount, ©. g. Mexican increases contrary to agreement, Remove 


discriminatory import restrictions, that may not necessarily be realistic, 
preventing free access tor US products for importation into foreign 
markets. Hold economic unions through GATT to the US level of tariff 
rates applicable to non-Union supplier. Negotiate at GATT level all 

types of restrictions including iocal electrical standards, To make GATT 
more effective it should have Congressional approval. Expedite the 
further reduction of tariffs levied against US goods in other industrialized 
nations. (Eliminate preferential duties such as Canada~English vs. U.S.) 
Still, deal fairly, squarely, courteously, and in a way that is also advan- 
tageous to the foreign country, 


Eliminate discrimination against US products by: (a) 
er currency controls; (b) import licenses; (c) Bilateral trade agreements; 
(d) Quotas; (e) Preferential tariffs. (Overcome the problem or obstacle 
em Of foreign tariffs designed to protect local industry, not only tariff but 
duties and taxes designed to price US goods out of the market), 


riers, 
Cut tariffs anong all the nations of this worli, including 
lake 
USA so that trade may be expanded despite rising spirit of protectionism 
around the globe. Negotiations should be started to remove trade 
n 


restrictions, particularly those nations who want to buy from us. 
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(Government should negotiate from an economic rather than a politica] 


point of view). 


Get firmer support by US Government and its representa- 


tives abroad for American investments. Deal with foreign Governments’ 
expropriations. Reduce the hazard of having funds abroad, particularly 
in soft currency countries, become virtually frozen assets due to incon- 
vertibility. The US Government could adopt a much tougher attitude 
toward foreign governments that expropriate US holdings without proper 
compensation and engage in other discriminatory practices. We must 
take a strong attitude on expropriations and refuse to give loans, 


assistance, etc. to countries who do this. 


Get countries to Clarify regulations so business will have 
clear idea of what they face. Have a monthly informal advisory mailed 
direct to potential and actual exporters; part of the trouble is purely 
lack of knowledge on restrictions. 

In many foreign areas there is a lack of knowledge concemiy 
current trade restrictions, particularly where enforcement practices 
depart from the letter of the regulation. (Consulting engineering and 


management firms familiar with an area could be of material assistance 
to US Government agencies). 
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Create a favorable climate abroad for US exports. US 





Government image abroad deters exports - improve it. Sell abroad by 
eliminating national prejudice and anti-Americanism, Break down animo- 
sity to all things American - by "American" | mean from the U.S.A, 
Combat the nationalist resistance in many countries to US endeavors 
to import. Get more acceptable and friendly attitude by US nationals 
overseas. Counteract well formed foreign opinions that US should be 
importer and licensor, not exporter. Overcome the discrimination 
against US flag ships in foreign trade. 

(Actually, no public relations campaign is required. Remove 
the trade barriers and provide the incentive and US business will do the 
job, Expand such programs as DLF and IDA to provide healthy base in 


emerging countries which will generate, in the long run, demand for US 
products). 


"G" thinking: In essence merely confirms above details, the only additio- 
nal suggestions being: 


"Get national currencies evaluated on the basis of a uniform purchasing 
power,” 


"Insure that Governments overseas live up to their signed agreements." 


"Get earmarked gold expended for goods. "’ 
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D. ABROAD: RE IMPROVED U.S. REPRESENTATION 


1. Policies and Organization 


Policies of the separate US Government agencies should 
be coordinated so as to eliminate existing policy conflicts between 
agencies, such as State Department, ICA, Export-Import Bank, which 
are deeply concerned with policy aspects of foreign aid, even at the 
cost of developing competition for American industry - and agencies 
like the Department of Commerce, the administration of which is 
solely responsible for developing and promoting American exports, 
shipping, etc. 

Make US foreign services abroad of more direct and 
specific use to US industry. More effectively utilize all of our Govern- 
ment agencies abroad through better support from Government in defense 
of the right of US exporters, and by a generally vigorous support, not 
mere lip service, (under competitive conditions generated within the US, 
on a coordinated basis). 

Remove trade responsibiiities from State Department and 
place this responsibility with Commerce Department, setting up Trade 


Commissioners at a high level, staffed with experienced men whose 


sole responsibility is to promote trade. (Remove all trade promotion 


activities from State Department, even if you set in their place Trade 
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Commissioners under joint administration with Commerce Deparunent 


and under the latter's direct supervision). 


The best way is to press for appropriations of funds 
requested to carry our proposed new and expanded activities of the 
Department of Commerce and State Departments abroad. (Let the US 
taxpayer pay the entire cost of its foreign representation - stop making 


incumbent absorb costs). 


2. Personnel Selection and Deployment: 


First study carefully the British approach and outlook. 
(Ihave found their offices very often better staffed and more knowl- 


edgeable than ours). 


Improve the calibre of Government personnel stationed in 
overseas posts, and specifically charged with US export drive. Screen 
applicants more carefully and select mature men of experienced, who 
are more apt to gain confidence of overseas people. (We have been 


sending inexperienced people who live with the American Colony). 
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Establish carefully and check the qualifications of Govern- 
ment representatives, especially in regard to their knowledge of busineg, 
and their facility with the language of the country. 


Consider reducing the amount of Government personnel 
in trade promotion activities and concentrate on higher grade personne] 
with marketing experience, At any rate, consider it as fully necessary 
to improve the calibre of men recruited to the Government's Commerci| 
Services. If Government gets itself foreign economic personnel of high 
grade (such as were recruited during Hoover days in the Department of 
Commerce) more effective results will be achieved. As it might be 
impossible to recruit sufficient personnel of the ability required, envi- 
sion placing greater reliance on market or engineering services availa- 
ble under contract. 


Recruit men who are experienced in selling and business 
for our foreign service as Commercial counsellors, etc. Contact all 
the companies, get list of such people and arrange that the respective 
companies recommend and even make financial allowance so these highly 
trained experienced men can accept the jobs from a financial point of 
view. (Otherwise get high calibre retired executives to work a four-year 
period in foreign service. Recruit college graduates and guarantee 
promotion in the commercial service), 


Recruit industry representatives (on company leaves of 
absence) to serve abroad for limited periods. Appoint foreign commer- 
cial representatives from industry's ranks, or require industry training 
at home, so that industry has informed Government counterpart, There 
is a large retired element of executives in the 60-65 age bracket, but 
do not recruit broken-down, retired businessmen; get and keep career 
officers. However, raise age limit for employment and occasionally 
hire retired bank and industry officials for assignments abroad, 


We need action in this area, especially as to greatly increas 
ing the competence of our Commercial Attaches, which is an immediate 


must, Raise the level of our Commercial Attaches abroad so as to get 





top flight_men to undertake such assignments. Our industry in dealing 


32 





abroad 


servic 
ae 
and ll 
person 
does 0 


countr 
marke 


alread 
practi 
work, 
all for 
leader 


servic 


Comm 
tatives 
Depar 
their 
Consu 
possib 





_ 
|= 
. 


FOREIGN COMMERCE STUDY 543 


abroad requires assistance of Ambassadors, NOT Commercial Attaches. 


Increase the number of Commercial Attaches at foreign 
service ports to give better coverage of opportunities for American 
exporters and better service to American business travellers. Expand 
improve Bureau of Foreign Commerce and all foreign offices; add 
personnel and raise remuneration. Our foreign Commercial Service 
does not compare in size and effectiveness with those of several foreign 


countries. We must have Commercial Attaches and staff in the world's 
markets. 


3, Personnel Development and Motivation: 


Don't just expand the service - rather, carefully train those 
already in it. Have US Government representatives better trained in 
practical business problems being faced in territories in which they will 
work, Provide for greater consultation with industry in the training of 
all foreign service personnel, Suggest meetings with experienced business 
leaders before assignments. (Stress importance of trade to all foreign 


service officers). 


During training and refresher training for Government 
Commercial representatives schedule talks by various industry represen- 
tatives in order to point up problems faced by exporter. Have Commercial 
Department employees visit export departments of industry as part of 
their training before being sent overseas. Get the US Embassies and 
Consulates better informed as to economic conditions that favor import 
possibilities. Get the Government representatives to learn about the 
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people in countries to which they have been assigned and get Americans 
living in countries overseas to mingle with nationalgof that country and 
not spend their time with Americans. 

Question advisability of doubling foreign service personne] 
without first doubling quality of present overseas representatives, also 
through training. 

Training for personnel must be on broad basis of good eco- 
nomics --good both in the country of destination and in the US. 

Do not go overboard on the foreign service aspects of the 
task force reports. Concentrate on quality rather than quantity. Doubling 


the manpower may not be best way to improve exports. The calibre, 
not number of people will determine the success of this program. 


Get more work out of Foreign Service officers abroad, more 
attention to duty. Make your overseas Commercial Attaches ‘'work" as 
we do, and know their markets. (Most of us will not use their services 
now as they are poor in many cases). 

Do not transfer Government representatives so frequently, 
but give them an opportunity to grow up in the country and to learn the 
language perfectly. Immediately, in all principal foreign cities, each 


US Embassy or Consulate General should organize Advisory Committees 
of US businessmen! 


Achieve an attitude of the desirability of foreign trade among 


US foreign service personnel. Ask Ambassadors and Finance Ministers 


to make clear their attitude on private enterprise. 
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Gain more effective cooperation and understanding from 
Government representatives abroad. Discourage our Uncle Santa 
Claus psychology and induce our foreign service people, from Ambassadors 
down, to aid US business at all times when their help is needed, Im- 
prove climate abroad by firm support of American investments by Em- 
bassy personnel and US Government in Washington. 

Incentive should be improved so that Government can 
employ more experienced foreign traders in its offices abroad, including 
men who have retired from industry. Pay them better. Raise salaries 
commensurate with private business. 

The head man should be the "economic counsellor", not 
the "commercial attache’’. Pushing exports on this basis is solid, not 


evanescent. (I started the Economic Counsellor program of State in 
2 1944), Provide better pay and more individual recognition. 


Up-grade rank of Commercial Officers to bring them at 


least in line with their counterparts in West European and Japanese 
Government service posts. This would build morale and thus improve 
representation. Up-grade positions in Foreign Service allocated to 


trade promotion and give greater prestige to this work. 
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4. How foreign representation might further function: 


Have our Government people overseas advise industry 


of market possibilities in each country and products needed, 


Emphasize good economic reporting rather than merely 
commercial opportunity reports. Have commercial attaches in every 
country conduct market research studies to determine who, when and 
why competitors have moved in and taken away actual or potential 
business from US suppliers. (Lost business analysis), Have them algo 
indicate with a list say the ten products that have best import possibi- 
lities; next have them indicate ideas on how to activate a plan of sales 
action. 


Foreign Service should get information on such bids to 
the attention of American business as quickly as possible. Have Com- 
mercial representatives abroad attempt to obtain prior information of 
major projects and discuss with and aid the potential purchaser in pre- 
paring specifications to assure they are complete and intelligible to US 
bidders. 

Permit Foreign Service personnel to spend more time in 
development of business contacts and information on marketing opportu- 
nities within the country to which they are assigned. Have constant 


follow-up on actual field work and periodical visits outside capital cities 
specializing by industry. 


US Government foreign representatives might assist industry 


in selecting overseas distributors and then be prepared to support that 
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distributor by directing other associated lines to the same concern, 
Have them also instruct foreign purchasers in preparing adequate spe- 
cifications to bid to: educate other buyers in American specifications 


and bidding practices, 


Foreign service personnel should be able to get Closer to 
local government officials and thus be more influential in heading off 
restrictions. (The US Foreign Service should be directed and alerted 
to obtain information on Government bids in the countries where they 
are stationed. They should make certain that bid specifications do not 


exclude US products). 


US Government should provide the space, grounds, and 


buildings for international trade fairs and private industry should parti- 
cipate fully in such gatherings which generate tremendous interest abroad. 
There should be many fairs, Make it possible for smaller companies 
to get their goods shown abroad without setting up a big export and 
sales division. (De-emphasize trade fairs and use the funds for trade 
promotion through trade commissioners), 

Make the armed service quarters abroad a better show 


window with USA equipment and not local made, particularly on the civi- 
lian services locally. 
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Have motion pictures of our vacation places placed in our 
foreign Consular offices and arrange for them to be shown to groups, 
Encourage travel agencies to plan more group tours to visit the US, 


Make businessmen welcome at embassies (within reason), 
(Presume from Mr. Ray's remarks that something is being done on this), 


Show congressmen that language schools are necessary. 


More effectively inform American business as to what aid 
it can expect to receive from Government representatives abroad, 


New products literature and catalogues should be released 
to all Commercial Attaches around the world for local publicity and pick 
up by local trade press, etc. 


(Export of semi-finished goods to be completed abroad 
could be improved if overseas operations were conducted within local 
framework). 


" 


G" thinking in essence merely confirms above details, the only 
additional suggestior.s being: 


“Allot more money for commercial reporting in Foreign Embassies 
and Consulates. "' 


"Broaden base from which foreign representatives are selected, geogra- 
phically, vocationally, and in terms of intelligence about and familiarity 
with business, "’ 


"Require every Government representative abroad to speak the language 
of the country in which he or she is stationed." 


"Increase the practice of sending American employees abroad indefi- 
nitely, so that they can become "natives". 


"Send industry advisors to overseas Government representatives at 
short, 3 to 6 months, intervals." 
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CHAPTER THREE: 
BROAD FINANCIAL CONSIDERATIONS 
(Financing & Credit, Taxation, and Meeting the "Price Challenge"’) 


A, EXPORT FINANCING & CREDIT 
Pn ene 


Make available the necessary financing for exports, parti- 
cularly for the small exporter. Provide more liberal financing, perhaps 
through guarantees. Government assistance of a financial nature is 
wanted for industry's export activities, providing long-term financing 
required under certain conditions. Obtain Government support of US 
companies in financing equal to that supplied by foreign Governments to 
their manufacturers, including credit terms, etc. (Maintain and increase 
general liquidity so that international trade generally can expand and at 
the same time US can balance its payments). 

How to raise working capital abroad - not equity capital, 
but working capital? Ensure an ample supply of low-cost capital. One 
of the obstacles to developing exports is the length of time required by 
Government financing institutions to decide whether financing of capital 
goods will be granted). 

How can you provide adequate financing for exports of 
capital goods when competition offers terms of payment of 3 to 5 years 
and longer? Make US Government long-term financing in native curren- 
cies available to US firms establishing plant in underdeveloped countries. 
(Provide guarantees to allow long-term financing and interest rates compa- 


rable to those offered by foreign Governments to their exporters: finance 
on long-term basis products which are notfinanced by Eximbank, etc. but 
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which are being financed by Governments in countries abroad competing 
with the US ), 


Get over to American USA businessmen the use of the 
World Bank "Switch Currency" in financing foreign trade. (How to finance 
oil field equipment to socialized oil monopolies? Improve export finan- 
cing of high value items such as jet aircraft, railroad equipment, etc,) 
Increase available funds of Development Loan Fund so long as they 
follow present practice of requiring a large portion of each loan to be 
spent for US equipment and services. 


Ease the financial problem that many small corporations 
owning foreign patents have in participating in ventures abroad by taking 
stock interests in foreign corporations instead of simply operating on 
a royalty basis. 


Get American banking to understand the whole matter of 
borrowing against exports - the whole area of finance. Banks should 


make an effort to improve financing at improved rate. Many small 
town bankers, particularly in the Mid-West, know next to nothing about 
foreign trade and export business. An effort should be made by, say, 


the American Bankers Association, to educate these men in this direction, 


Encourage all banks without foreign departments to consult 
their big city correspondent on the possibility for developing export 
business. Acquaint banks in the non-coastal areas with the mechanics 
of foreign trade financing. Spread the knowledge and understanding of 
export financing to the banks throughout the country. 


Consider factoring (at a reasonable self-limiting discount) 
through Ex-Imbank a portion of receivables. Authorize Federal Reserve 
Banks to rediscount within defined limits for commercial banks' approved 
medium term export paper. 
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Government should attempt to negotiate long-term agreement 
whereby other foreign governments will not impose restrictions that would 
prevent payments. With such agreements U.S. banks could with foreign 
banks obtain credit and ratings which would be reasonable credit risk. 
Refrain from initiating, joining or increasing contributions to World Bank 
xy other area Development Banks and instead increase loan limits of 
Ex-Imbank. This will sell more exports. The ability to recover through 
foreign courts should also be negotiated, 


Finance exports by a willingness on the part of the exporter 
to pay an interest rate which is higher than his domestic rate, i.e. one 
that registers the longer term and larger risk in overseas sales. Dis- 
abuse exporters of the idea that they ought to obtain financing without any 
substantial recourse to themselves, i.e. simply sell goods and run away, 
having someone else to hold the bag. (Any financial assistance from the 


Goverment should not: (1) modify the present practices of the trade; 
(2) permit large shipments to countries obviously unable to pay.) 


Solve the credit problem. How can we meet the large 


demand for long-term credit by foreign customers? We must meet the 
needs of customers abroad for more liberal commercial! credit facilities. 
With no tax incentive at the present time US industry cannot be expected 
to risk credits overseas, The U.S. Government has to provide these 
facilities. Have U.S. Government publicly announce policy to under- 
write terms of credit extended by specific industry, where demonstrated 


by that industry in US that abnormal terms are demanded by third country 


competition. 


Before the war eee and England and now these two 
plus France, Italy, and Japan, offer long time to pay for imports against 
usual much tighter US terms, This is a serious obstacle. We must meet 
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the great advantages available from many other countries. The problem 
is how to persuade the people and hence the Congress of the necessity 
of this credit financing. 


There seems to US industry too many and unclear US 
credit agencies. Where does the average US company go today to 
discuss overseas credits? Properly instruct trade groups from USA 
in particular aspects of payment and terms - "time payment" of 
exports. Educate industry on realistic credit terms so there is less 


insistence on cash or confirmed credits, 


Export-Import Bank funds and activities should be broadened 
and terms of loans should be relaxed perhaps. Less restrictive terms 
for Export-Import Bank: have Ex-Imbank establish guarantee policies 
which will permit expansion of our foreign markets. Extend Ex-Im 
terms to 20 year repayment no more than 10% down, interest no more 
than 5%. 


Ex-Imbank loan funds should be increased and loan terms 
relaxed. Ex-Imbank should be given capital necessary to expand the scope 
of financing. Extend the coverage of Ex-Imbank to loans of less than 
one year and liberalize its policies in the intermediate field (2-5 years), 
(Give the Ex-Imbank more latitude, Get Ex-Imbank of Washington to 
guarantee short-term "consumer credit'' and provide convertibility insu- 
rance, ) 


Secure more credit information on foreign accounts. Make 





available the necessary credit information about possible buyers abroad, 
Provide competitive credit facilities as to: 1) Credit checking; 2) 


long-term payments. 
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Consider foreign service centralizing a credit dossier for 
various potential customers, This may mean taking initiative with local 
banks to explain and work out necessary data sheets. 


Cvercome long-term devaluation risks when a firm has 
already extended credits (from two to four years) up to the limit of 
their own private and commercial banking resources which in themselves 
are very sizeable, Get intermediate credit (3 to 4 years) financing in 
Latin America. Have the Export-Import Bank service short-term consumer 
credit as it now does on capital goods. Ex-imbank should set upa roster 
of approved (within limits) foreign credit risks, subject to periodic reviews. 
How to handle credit, shipping, taxes, currency exchange, etc. without 
retaining expensive counsel? Export credit is not a problem per se. 


Obtain export credit guarantee. Give convertibility insurance 
on exports. Provide US exporters with credit guarantees to make them 
more competitive with exporters of other countries. Obtain the necessary 
legislation (together with an executive department position of approval) 
to establish a credit insurance program under private enterprise and 
supplying commercial and political guarantees. Expand Ex-Imbank faci- 
lities to include short term financing and political risk. 

The export credit insurance proposed, covering risks not 
available through regular commercial insurance, could help increase US 
exports substantially. Premiums should be based on past experience and 
pay for cost of program. Assist exporters through Government guarantees 
on credit sales. Credit is a potent weapon in foreign trade, 

A European manufacturer of equipment gets quickly a govern- 
ment guarantee (up to 80%) permitting 5 to 7 year terms. No such compa- 
rable guarantee is available to American manufacturers. The Ex-Imbank 


does not satisfy this need. Its procedural requirements are too slow. 
Lacking credit guarantees in US, many orders land in Europe. Provide 
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the same guarantees to US exporters that foreign Governments provide 
to their exporters. 

Government to sponsor a credit insurance program with 
private institutions to protect exporter in case of insolvency on part 
of customer, Set up a Government corporation to provide underwriting 
capital. Allow private insurers to cover export credit risks, and re- 
insure with Government. Limit Government insurance to risks of 
confiscation (nationalization) and exchange, leaving commercial credits 


to civilian institutions, 


Commercial risks should be insured by private companies, 

ainiissmaprenceacganginaaaeeeasaavemaatapaumumareamameteendeteaensekaacnmaneemaial ae 
Let Commercial agencies provide same as they do in domestic trade, 
Provide on same basis as is done in domestic work - completely self- 


supporting. 


Credit insurance should be in the hands of an international 





group ~ not the US alone. Credit insurance, to be effective, must be 


linked with remittability and therefore becomes a joint effort of lending 
banks and an international basis. (Credit insurance should be made 
available for a period of years with an international group guaranteeing 
the first 5 or even ten years), 


Establish a consortium like Brefcon (U.K.) or Hermes (Ger.) 
to provide the insurance with banks or Fed agency back of them, Should 
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handle small amounts down to $5000 and long terms up to five years. 
A separate entity should be set up to provide comprehensive export 
credit guarai.223 (similar to those issued by Britain's E,C.G.D.). 

For those exporters why need them, guaraitees shou!ld be reaiily 
available covering credits extended to credit-worthy customers anywhere, 
regardless of product sold, provided terms of payment are in accord 
with accepted practice. (This insurance company should operate along 
commercial insurance lines, with headquarters in New York, with US 
Government re-insuring those political and other risks which private 
industry cannot afford to cover. Separate transfer guarantees through 
Eximbank, even though extended to short term credits, will not do the 
required job). 


Use Ex-Imbank facilities.. With credits of local currencies, 
use PL-480 finds to assist In provision of export credits. Make it man- 


datory to insure all the insured's risks under a category. Credit insu- 
rance should be of different categories: 1) The smaller firm is inte- 
rested in bankruptcy; 2) The medium sized firm is interested in converti- 
bility insurance. 


Keep rates low as possible to keep prices competitive. 
Offer separate rates for: 1) Commercial risk; 2) Convertibility and 
political risks. Allow exporters to select which transactions they want 
to insure in any country, at maximum premium. Allow a discount from 


premium if all shipments to that country are. insured. Set up separate 


rates for each class of risk. 


Set up a category for exchange or transfer risks; provide 
guarantees for exchange transfers; a Government agency should insure 
the risks of convertibility, seizure and/or expropriation (transfer and 
political risk). Set upa category for "political" risk. Get U.S. Govern- 
ment financing of political risks such as Cuba to-day. Our interest 
should be also to insure against political risk and transfer of dollars 
after payment is made in local currency. A list of countries should be 
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made available which the Government is willing to insure for the above 





and a percentage fee charged. I do not think it necessary for a company Be 
to insure all shipments under this plan, but only the amount in excegg — 
of that which they feel they themselves can carry. The fee or percentage 
can vary by country and also by the time element involved. Do not allow 
insurance for bankruptcy of individual consignees. 
prov 
Pass on the problem to Ex-Imbank for study and suggestions, 
Sane "ae ee port 
They should request cooperation of leading banks in the course of the ; 
thei! 
study. Consult private bankers who are fully conversant with the 
woul 
problem. Consult National Foreign Trade Council for advice and help, pm 
eri 
Study insurance programs of Germany, Holland, and England. Study 
expc 
British system to ascertain whether US could use similar techniques, 
to t 
Study Canadian, British and adapt to US needs. The detailed study of 
results obtained in this line by foreign countries should be helpful in 
priv 
establishing a pattern or procedure. hog 
or 
to m 
Export credit insurance is not needed nor wanted in US ee 
by sellers large or small, except as a means of getting more liberal 
financing. Find out if there is a real need, then convince Ex-Imbank 
to expand their facilities. Combat the feeling of exporters that other 
countries provide insurance of type not available here. h 
the 
Credit insurance might be provided in the form of our 
Government accepting local currencies (biocked in many cases) in pay- Ons 
ment of US tax and upstream dividend tax on foreign profits. We must f 
meet the competitive factors of prices, terms, insurance of risks, en- a 
joyed by exporters of other nations. : 
soci 
ente 
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~J 


or 
or 


B. HOW TO MODIFY U.S. TAXATION 
A I tet tae 


Establish tax incentive for foreign trade. Government should 





provide financial incentive to exporters. Provide inducements to ex- 
porters by tax concessions, so that US exporters do not pay more than 
their foreign competitors. The easiest way to improve export financing 
would be for the US Government to offer tax concessions on income 
derived from export business. Seek legislation for tax incentives to 
exports and foreign investments. Give tax incentives to "sell" export 
to top management 
The easiest way to mobilize industry is to realize that 

private enterprise is based on the profit motive. Cut taxes and thus 
increase incentive and reasonable profits. Industry would do the job 
for you. Through direct and immediate action take necessary steps 


to make exports profitable to industry and thus create a receptive at- 
mosphere encouraging industry to mobilize. 


Tax laws need changing to remove inequities. In my opinion 
the greatest deterrent to expanding or even maintaining our exports is 
our tax policy which is strangling our ability to compete. Taxes are 
confiscatory, not competitive, and we have practically arrived at a 
socialistic state position which cannot operate effectively in a private 


enterprise operation. 
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Make every effort to relieve US business of 52% tax rate 
on income earned wholly from export activity; allow some offsetting 
credit against income tax (52%) for profits re-invested in export busi- 
ness. Taxes on export profit should in no case be more than 35% and 
based on documents proving export of goods. The action of the Treasury 
Department and their ruling on export profit tax creates a very uncertain 
and unsatisfactory situation; eliminate the double taxation on foreign 
profits. (Export activity must show more profit opportunities also to 
expand personnel at all levels). 


Encourage American capital abroad to compete with cheap 
labor by not taxing at least profits earned abroad when money is left 
for foreign capital investment. Allow industry to recapture cost of 
establishing export business. Give tax relief for all exports or tax 
deferral; this will focus management's attention to our activities and 
solve most of our problems. Secure specific relief on export sales 
(subsidy or some other method) as is done in France and Italy, to name 
only two cases. 


Industry and Government should have a meeting on tax 
incentive to encourage foreign trade. This includes both export from 
the US of finished goods and export of "know-how" which is embodied 
in direct investment abroad. The meeting should produce concrete 
proposals for tax laws that should be enacted. 

If a tax incentive could be offered in conjunction with a 
"National Export Week" it would get sufficient news coverage to be 


noted by all manufacturers and cause them to re-examine their position 
on export. 


Enact the Bogg' Bill as proposed without modifications, 
Department of Commerce must devote its efforts in support of tax legi- 


slation favoring foreign business, such as Boggs’ Bill. 


Revise the tax structure both personal and corporate, Permit 


tax havens to be located in US with no tax until dividends are paid to 
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or 
or 
© 


parent company. Present tax havens are a travesty and expensive 
duplicate efforts that cost dollars. Arrange taxes on profits from 
exports so as to “bring home’ millions from tax havens, Relieve 

foreign trade of crippling taxation and thereby stop the utilization of 
tax sanctuaries. 


Provide lower cost foreign travel by eliminating tax on 
this service. Incentive excise tax be removed for export travellers 
a eee 
to reduce sales costs. Provide tax relief in income of individuals sent 
abroad who are subject to high taxes (personal) imposed on American 
representatives. Bring Internal Revenue auditors to realization that 
travel and sales expenses for export trade promotion are reasonable 
deductible business expense. IR doesn't seem to have common sense 
understanding of such expense. 

Export Cor poration dividends should be taxed when paid 
to parent at the same rate as within domestic corporation. Let industry 
retain a greater part of its earnings on exports until these are returned 


toUS. This will serve to focus stronger interest on top management 
part in exports. 


Give a tax break to all manufacturers based on their volume 





of exports. For example, a percentage of their profits would be income 
tax free based on their percentage of exports to their total sales. Incorne 
derived from exports, as segregated and certified, to be taxed to US 
exporter at a rate equal to and no higher than applicable income tax, if 


any, on local produce or, if none, lowest importing country. 
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Congress should pass legislation providing for a maximum profit 
Provi 
tax on export profits of not more than 35%, this to apply on all exports tax © 
lizati 

based on proof of export, to apply universally. Proof of export can be 
handled similar to the method of handling claim for drawback. This not n 
expo! 
should cancel Western Hemisphere Trading Act or any other legislation utiliz 


relating to tax on profits derived from goods exported. Give 10% credit 
tax on all exports shipped regardless of where shipped outside conti- 
nental USA, or a straight tax on exports not subject to 52%, but 35%. 
Give 14% income tax rebate on export and overseas earnings at all 
times. 

Cut 18 month income provision for factory reps abroad, 
Ask Treasury Department to remove upstream dividend tax on dividends 
declared abroad now that incorporation abroad is so essential to remaining 
in business, Give a preferential tax consideration on products exported, 


assessing tax at the same rates effective within the receiving country, 
Alternatively, arbitrarily fix a special tax rate on exported goods, 


Extend same as WHTC tax benefits to all exports. Offer 
14 point tax reduction such as found i estern Hemisphere Corporation 
to all export profits. Tax exports at 38% against proof of export and 
which would immediately do away with the tortuous processes of the 
Western Hemisphere and other similar "paper'' export companies. Why 
discriminate against the companies which do not operate through these 
companies because of their complicated operations and the doubts as to 
their legality? 





Lower American costs by economy in Government activities, 
thereby reducing tax burden carried by American business. Reduce Goven 
ment costs by adoption of Hoover committee suggestions. 
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You should not "mobilize", Give the US manufacturer 
profit incentive through tax reductions and he will "mobilize" for you. 
Provide the right economic and competitive atmosphere (labor costs, 
tax reduction, credit guarantee and/or subsidy) and little other "mobi- 
lization" of US industry will be required, 


It should be recognized that modified tax on exports does 
not necessarily mean reduced Government revenue, as in increasing 
export activity we will create productivity with resultant increased labor 
utilization and national income, 
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MING THE PRICE CHALLENGE 





We have to price our goods competitively, We must Compete 


with foreign labor prices. Reconcile the differences in production costs 
between 1) Western Europe; 2) Orient; 3) America to arrive at a 
reasonably equal competitive position. Control US costs so as to be 
competitive. We must produce in USA products at costs that will com- 


pete with foreign products, since profits are primary. 


How can we maintain an export surplus in the face of rising 
imports when cost factors preclude competitive sales in foreign markets) 
Overcome wage differential abroad, other than merely through better 
salesmanship and superior products, by: 1) Reducing labor costs or 
at least keeping them from getting even more out of line with the rest 
of the world; 2) Encouraging more research and greater use of tech- 
nology and automation as a means of cutting down the unit price on 
exports; and 3) reducing transportation rates: rail and vessel, on 


exports. 


(Instead of primarily ''mobilizing"’ industry and public on 


advantages of export, suggest publicity campaign by Government urging 


wage and salary discipline and productivity improvement for all American 
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FOREIGN COMMERCE STUDY 563 
industry so it can continue to prosper). 


In order to increase the profitability of exports versus 
overseas manufacture at lower costs, Government must control labor 
unions which seem more powerful than the Government. How can we 
keep from becoming less competitive in the face of yearly wage increases, 
on top of a wage level that is clearly several times as high as that of 
our principal competitors? 


Tell Labor through (these) meetings the facts about our 
downward trend in foreign trade. Doubt if the rank and file of the labor 


force realize how many jobs are being lost for export business because 
of costs and therefore prices being too high. Believe examples of such 
loss should be given wide and organized publicity by both Government 


and industry. 


Encourage labor unions and labor management to the 
patriotic necessity of controlling inflationary wage demands. When 
inflation is realized as the joint responsibility of Labor, Management, 
and Government, some unified effort could be taken to combat same, 
therefore education is what is needed, Adopt corrective legislation to 
stop monopolistic approach to wage and price policy - with equal regard 
to both labor and industry. Help industry to qualify for foreign market 
competition by Government support of industry's non-inflationary programs, 
especially in combating US production cost rise. (Have Congress pass 
laws to hold the line), 


At the same time, counteract complaints that the US is 


pricing itself out of world markets: this is only true in the case of some 


products and this should be publicized more in the press, over the radio, 
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and on television, apart from statements before international trade 


groups 


You cannot combat rising wage spiral unless by selling 


harder. Yet selling quality and dependability overseas in a price~-con- 
scious world takes too much effort. How can we sell high labor cost 
American goods to countries having low cost labor? (Industry must 
bolster its spine to resist to the utmost future demands for wage 


increases. 
it, the rest 


If the basic industries start the program and really mean 
of all industry will follow suit), 


This program must have full support of LABOR as well 


as Government and Business. We must win the wholehearted coopera- 


tion of Union and Labor to improve our competitive export position, 


selling them on the importance of increasing export activities and the 


advantages that can and will accrue to labor as well as the US as a 


whole. 


The primary essential is support of unions to concept that 


export trade is major factor in US economy and peace efforts. American 
labor should be made aware of stake in proposed program; it should be 
made aware of results in Great Britain and Germany where labor coope- 
ration had fine results. (Labor Unions are international and they should 
educate their people in need to watch costs and encourage all kinds of 
overseas activity, including use of foreign labor overseas). 


Conduct an educational campaign to stop unreasonable wage 


demands by unions unless accompanied by corresponding increase in 


production. 


Wage rises should be kept in line with productivity advances 
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Government and industry should make powerful effort, backed by 
actual trade experience, to illustrate harmful effects of past and 


future wage increases that exceed productivity improvement factor. 


Have a meeting of representatives of Labor, Management, 
and Government to discuss the only sound way to increase exports 
and to keep imports from increasing too rapidly - by remaining compe- 
titive. Labor should understand that Management would prefer not 
to open plants abroad but they are compelled to, to protect markets 
developed over the years at great expense and effort. Later they may 
even be obliged to produce abroad for the American market. Protective 
duties are no solution and could résult in retaliation and in shrinkage 
in world trade. To continue as we are will eventually bring about a 
devaluation of the dollar. Some way should be found to remain compe- 
titive, in the national interest. 


Counteract communism and anti-US propaganda in labor 
relations and industrial areas and eliminate racketeering in unions, 
then try to convince unions that they have a real stake in "holding the 
line’. 


Require legally to have all union meetings called witha 
specific time between the cali for the meeting and the date of the 
meeting. Legally require all union voting for officers, union acceptance 
of company suggested or offered contracts by by secret ballot by union 
members. (See to it that unions are put under anti-trust laws). 


In summary, decrease product cost and therefore export sale 
price to become more competitive in world markets by controlling 
the spiralling labor costs. We must start a tougher program against 
the wage spiral. We must reduce the inflationary wage-price spiral. 


The disparity between US costs and those of foreign competition is a 
basic problem; checking the present US labor spiral is difficult, but 
the only direct approach to solution. We have no monopoly on production 


efficiency. We must stabilize wages and prices so that US pricing can 

be accurately predicted to be able to be competitive on the market for 
long lead-time products. To increase efficiency in US companies, to 
lower costs and’ permit them to compete, we must prevent price and cost 
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increases by labor and management, as in the steel business, 


Increase US production so as to cut costs. To produce 


competitively industry needs more productivity. Achieve lower prices 
by pooling between capital and labor the fruits of greater productivity, 
Encourage labor to consider productivity in line with wage increases, 
However, we must face the fact that higher productivity per man-hour 
is the goal of other countries, including those allied with US, as well 
as Soviets. 

Convince US union leaders that exports are dependent upon 
high productivity in US plants. There is a need to create greater aware - 
ness on part of public, unions, etc. of importance of high productivity 
on part of investment dollars and payroll dollars. Insist labor contri- 
butes its share to rising productivity. 

Automate wherever possible. Eliminate, where possible, 
labor opposition to automation and other labor-saving devices. If its 
serious enough - and it will be - we could be encouraged to go back to 
a 44 hour week, like our competitors, Encourage pride of workmanship 
in labor by press campaign and concerted Government pressure on quality 
and speed. Featherbedding can only lead to ruin. 

Find a way economically to absorb the added cost of paper 


work in connection with exports as compared with domestic sales. Keep 
unit costs of distribution in line with domestic. 
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Stabilize raw material and commodities prices so that the 
nations producing them can maintain a steady level of Income to buy 
manufactured goods from the more developed countries such as the USA, 
Western Europe, etc. Get rid of farm price supports, all other Govern- 
ment price fixing schemes like oil prorating. Provide scholarships 
abroad for sons and daughters of American labor, Overcome initial 
pase price disadvantages brought about by higher material and production 
costs in the US as compared with comparable costs in competing countries. 


Expand exports by reducing relative cost trends between 
US and foreign manufacturers by: (a) Bringing big labor under control 
of anti-trust laws (the damage done by politically motivated steel settle- 
ment will be far reaching); (b) Application of rigid assessment of fair 
value of product in country of origin for duty purposes; (c) Include in 
dumping evaluation Government subsidies in any form that give margin 
below fair value for duty purposes. Solve the problem of built-in cost 
differentials such as (1) wages; (2) taxes; (3) raw materials. 

Reduce cost of American goods due to cost of Government, 


and cost of Labor Unions, Industry wants no Government mobilization. 
Mobilize Government agencies to help industry, 


Reduce the cost of shipping American products overseas, 


Eliminate competitive disadvantages and export costs (transportation) 
of American goods. The American exporter should not and must not 
be burdened with higher ocean shipping costs to the principal markets 


than are paid by her foreign competition in the same markets, 


Ocean freight rates from US should not be dominated by 
Conference, controlled in most instances by foreign lines, Convince 
American producers to support American merchant ships thus saving 


the indirect import when using flag freighters. Provide equal transporta- 
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tion costs, both inland and overseas, with those of foreign flag vessels 


originating with competing countries. 


International transport companies have a great stake in this 


and would be glad to help if only for purely self-interest. Keep us inform: 


(US shipbuilding and shipping play important roles in US exports. They 


should be given more prominence in all of these meetings). 
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CHAPTER FOUR: 
WHAT INDIVIDUAL ENTERPRISE SHOULD DO 


A, ABOUT MARKETING RESEARCH 
oe 


Develop better marketing analysis and market data. 


Determine most promising marketing areas and get dependable marketing 
surveys. Determine what products can be exported at a profit to any 
given market! Determine what countries can use our products! Deter- 
mine which countries the greatest investment and effort should be 

devoted tol Determine the size of the market and the current compe- 
tition ina country. It is important to study various phases: (1) 

Markets; (2) Products. (Businessmen many times approach this problem 
with a particular single area in mind and come into basic obstacles 

which may be difficult to overcome, i.e. assume all areas or phases 


are the same), 


Obtain specific market research data by country and product 
to target export planning, etc, Test a market without large investments 
in materials, time, cost. Find out prices of goods offered by other 
countries in competition with USA products, I mean accurate information. 


Obtain qualitative information re specific foreign markets 
and foreign customer requirements and specifications of products needed 
in various countries for small businesses who cannot afford export depart- 
ments. Find specific information on exporting to specific countries. 





570 FOREIGN COMMERCE STUDY 





Industry should go abroad and get better acquainted with 
market requirements. Make a study of foreign markets to determine 


requirements from standpoint of design and cost. (This will require 
an organization within industry or separate companies to develop this 
type of activity), Industry should expand market research of various 
markets to determine possibilities; cooperate with them to determine 


what their major import needs are. 


Provide timely, accurate information by industry grouping 
of market conditions and requirements. Find out what types of goods 
are needed in different countries without spending too much money for 
detailed research. (Where can we find a good reliable marketing 
consultant to advise us? Better identify the many items in export trade 
sO as to permit a more valid evaluation of the success or failure of 
special ventures) Get into markets fast and out of bad markets, 


There is no substitute for travel and personal observation 
abroad to find what will sell. Increase effort in market surveys for 
better understanding of foreign requirements, then decide on design 
standards in closer conformity with actual requirements. Have a series 
of attitude appraisals conducted in each country (market research) as 
to what consumers or users want in the way of US products. Conduct 
market surveys for taste, smell, etc. if your product is of this type; 
in hard goods determine consumer preference as to style, size, colors, 
etc. 
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p. ABOUT DESIGNING FOR AND SUITING FOREIGN MARKETS 
Se eeeereestnteeeeeeen renege meeqene-naneagoreep=a=eeyeomapEpEnpIeEapSe= nem —e 


We have to conduct research, design for foreign markets, 


then supply technology and automation, Organize design projects to meet 
the special requirements of foreign buyers and consumers. Bring home 

to the American manufacturers the necessity of manufacturing for the 
foreign market, i.e. export market. This may mean 3 cu. ft. refrigerators 
instead of 12 cu. ft. It may mean simple plows and not powerful 

tractors. Industry should adapt itself to overseas standards and requi- 
rements, not cut quality, but take all the extra frills out of the item 

(like stripped down cars) so it can meet the price competition abroad. 

This is particularly suitable to consumer goods manufacturing. 

How can we economically manufacture a product designed 
precisely for a particular market, which is too small for American type 
mass production? Foreign products are often made of lower quality or 
special designs to meet world demands! (The mass production methods 


in the US often do not permit this since foreign markets are often not 
large enough to warrant it. ) 


We should be planning to apply our mass production talent 


to getting our overseas products down to where they can compete in 


price with foreign produced products of equal quality. 


Frequently there are price penalties for supplying equip- 
ment to foreign standards rather than American standards. With reaso- 
nable expenditure and effort, US industry could design equipment appli- 
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cable to either standard. This, again, is a part of international mar 
concept, This must be done by individual companies on specific product. 
however, Government field men can contribute constructive criticism | 
and suggestions. 


Develop better adaptation of product and machinery to fit 
the requirements of foreign markets. Keep technologically ahead of 
competitors so as to command a lead in foreign markets despite price/ 
cost disadvantages. Assure conformance with international standards 
of staple commodity exports. 

Frequently US companies have not developed the right loca| 
connection for lack of flexibility. They want to sell their point of view 
instead of sounding out the buyers’ point of view, as often done by the 


Germans and Japanese. Make quality articles which appeal to foreign 
buyers and yet are in price range of our foreign competitors. 


| 
' 


Calculate whether low cost or high quality is most importan) 


in securing overseas sales, then examine ways to secure that predetermis) 
end. (Ask the field staff to list the two most important objections made 
by foreign customers to the US produced product line; ask the field 
staff to itemize the two fastest selling competitive products and examine 


the reasons for its acceptance). 


Retain American distinctiveness and trade mark and still 
design for local taste. Generally, design more for utility, since foreign 


markets do not accept our ideas of a model fo. zach year; design for 
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economy of operation rather than US system of over-powering machines. 
Build products to standard requirements, not above standard as we now 

do in US, i.e. a 500 lb. pressure tank built to 500 lb. operation, not 

2000 Ib. as we do now. Restore the US position abroad as the "standard", 
Foreign countries’ "standards" (technical, manufacturing) are rapidly 


replacing US standards, hurting our exports. 


Design for foreign requirements can be facilitated by 
utilizing two-way license agreements between US and foreign manufacturers, 


Sell the idea of accepting American standards of weights, 
packages, etc. instead of arranging special packages which do not fit 
into our manufacturing organization. Generally, package food and medi- 
cines in smaller packages (not the US "economy" size) to meet economic 
ability to pay. Overcome aversion to improved design because of service 
complications. 


63 





574 FOREIGN COMMERCE STUDY 


C. ABOUT MARKETING AND SALES DEVELOPMENT 


A careful analysis of detailed costs of items for export 
versus export prices for these itenmis often reveals export business ig 


much more attractive than commonly believed. Adopt more realistic 
pricing and accounting practices so that export is not penalized, Be 
willing to think in terms of special credit arrangements, even if these 
might be somewhat different or contrary to your domestic policies, 
Persuade US export business they must he more flexible in their selling 
approaches, to compete with Japan and Germany, especially. 

Develop foreign markets; achieve increase in exports 
without having Increase In port. Overcome habits of buyers in 
using local source of supply. Make it easy for a buyer to purchase our 
merchandise (small businessman without import information). We often | 
do not take into account the lower degree of understanding and develop- 
ment of the buyer's market. More imagination and adaptation are requir 


Develop sales channels. (Overcome shrinking exports of automotive pro- 
ducts from vehicles to parts). 


Develop an effective and dynamic sales organization abroad, 


Obtain suitable technical representation (organizations, firms) who are 
not already closely associated with competing foreign concerns and will 
do justice to our line. Find good agents and distributors overseas, 
Find a reliable experienced man or representations firm to sell (my) 


product in other countries. Decide on the best way to train (my) foreign 
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r epresentatives ‘ 


Train personnel for foreign marketing specifically, so that 


separate and independent impetus is given to export trade. Train a new 
generation of export leaders who up to now, since the war at any rate, 
have been order takers; now they must be salesmen abroad. (This is 

a challenge many refuse to accept). Eliminate un-export minded sales 
supervisory personnel, i.e. domestic supervision of export sales. Assign 
competent personnel to export marketing field, as opposed to preferring 


domestic assignments. 


Our greatest problem is dealing with individuals in our 
own companies; top understanding would eliminate this and enable us to 
devote our time to direct overseas activities. 


Determine what procedures to use, or various methods 
available for use, for selling foreign countries through a factor, agent 
or other means. How to handle sale of product, i.e. local representa- 
tion vs. branch or subsidiary? How to determine best approach. What 
instrument will the relatively small maker use in presenting his product, 
securing the order and the necessary financing (or approved credit) and 


instructions regarding shipment? (Make maximum use of US Government 
assistance). 


Encourage exporters to become more aggressive in their 


sales approach overseas and convince US sales personnel abroad that 
hard selling is now needed in foreign territories. Develop more posi- 


tive selling, active leads and actual visitor names and companies of 
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interested products attending Trade Fairs and exhibitions for further 
follow-up for actual sales. (Make contact and prospective customers 


in foreign countries - small businesses) 


Obtain good leads in foreign markets. Obtain information 
regarding major purchases abroad at an early stage in order to have 
adequate time to prepare quotations. Develop and pass along "trade" 
information to business community. (In my opinion, the selling weapons 
themselves have seldom been inadequate). 


In my opinion, when dealing commercially with a foreign 
Government you must be honest, straight forward and respect (his) 


social, political, and religious customs. You must represent your goods 
exactly as they are and make deliveries as promised. When dealing 
with "underprivileged" nationals be sure not to under-rate their ability, 


intelligence and integrity. 


Deal with foreign trade restrictions by first carefully analyzin 
restriction itself and determining why it is imposed. Then see what 
(if anything) can be done to remove the basic cause of the restriction; 
then try to show the author of the restriction why it is no longer needed, 
Lear reason for restriction, e.g. official interpretation not statute, in 
which case US Embassy may be able to help. If reason is to retaliate 
for US action, see your Congressman. Consider what steps might be 
considered illegal or unethical in US, but customary in host country. 
(Check with Government or private counsel before making deal that 
might violate anti-trust laws). 


Approach problems on the basis of being fair to all 


concerned. One should be reasonable in expecting the same understanding 
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from those with whom one is dealing. Try to align your enterprise to be 
in harmony with and to be of service to both parties. Deal with complete 
honesty, patience and as equals. Forget many domestic practices and 

procedures. Make decisions on the basis that the business is something 


which is wanted and needed. 


Exports of machines are not satisfactory unless service 
arrangements are set-up with importing centers, such as power mowers, 


electric fans, etc. Maintain spare parts inventory abroad in a competitive, 
economic basis. 


Find a way to cope with unequalized freight costs. Export 
ona “bulk'' basis at port of entry for more economical distribution in 
country doing importing. 
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D, ABOUT EXPORT SALES PROMOTION & ADVERTISING 


Promote US products abroad by using our pre-eminence 
ae rarer tiene caracssliseacarcatamatiaenst dieherniaanaucsnalbbe en aca oie pease emanadeneeas ee eee 


in advertising skills to our advantage. Advertise more in foreign 


countries so that our representatives will be well received when they 
arrive. Sell foreign countries and customers on the idea that American 
goods are good value when length of service and quality are concerned, 
Create a demand for something "American" (i.e. such as the allure 
of "Made in Italy" on ladies’ shoes, etc.) Popularize the American 


"package" product overseas as being well worth the cost. 


Persuade US business that in "making the sale" there are 
5 or 6 elements (price, quality, service, reputation, terms, delivery, 
etc.) and the USA can bring more of these into every sales transaction, 
Get over to the world the "quality" and ''durability"’ of USA products; 
we have the reputation of calculated obsolescence. Get foreign buyer to 
realize the quality and availability of our products. Improve and expe- 
dite the dissemination of technical data abroad in order to interest new 
customers and open new markets. 


Establish merchandising centers in foreign countries for 
American and world trade goods, i.e. Sears-Roebuck, Montgomery Ward 
branches. Establish profitable world-wide marketing organizations that 
are clear of US anti-trust violations. 


Overcome language barrier of (my) management group 


(including me) in promoting export trade in non-English speaking countries) 


Make presentations in local language and make use of foreign language 


in proposals, literature, etc. Get Americen goods labelled for both 
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domestic and export markets on the same package. Package and display 


goods to attract foreign buyers. 


Adjust the size of your package to the purchasing power of 
the consumer andmarket your product under a trade name that has 
oon 
meaning in that particular market; use the language of the country or 


use multilingual packs. 


Overcome nationalistic tendencies for purchase of local- 
made products. Stimulate American manufacturers to expand their 
efforts to increase consumption of new American products in foreign 


countries by stimulating desire of foreign consumer: marketing methods 
and advertising. 


How to evaluate advertising media abroad? 


"G" thinking: In essence merely confirms above details, the only addi- 


tional suggestions being: 
"How to break into cartelized markets which want no competition?" 


"How to determine whether to establish own export department or to 
sell through established export agents or merchants?" 


"Follow up even small export possibilities - with no immediate profits - 


in order to build future customers for larger business (The American 
exporters got lazy!)" 


"Create necessary good public relations with local firms who compete 
with you so as not to incur general antipathy of most population." 


"Provide timely delivery for style merchandise, " 
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CHAPTER FIVE: 
ABOUT "MOBILIZING" U.S. INDUSTRY & PUBLIC 


A. SPONSORING AND ORGANIZING THE PROGRAM 


Have the President endorse the program and the Congregs 


vote the funds required to carry it into effect. Educate the Congress 
to the need to encourage exports and why we have the problem. Have 
President make a major speech telling that it is a patriotic duty for all 


businesses to try export, 


Top level emphasis by US Government that export is 
important is wanted. In mobilizing industry, the President should kick 
off the program in order to get the necessary publicity. Have the 
principal Presidential candidates also endorse the program to give insurang 
as to its continuity. ("Mobilize" equals Government control or regula- 


tion - so this effort should be called by some other name), 


The President should appojnt a select central committee 
of most prominent national personalities of highest prestige to publicize 
and lead off campaign to promote exports. US Government sponsored 
additional committees for the expansion of exports need to be further 


appointed to help start the ball rolling to get US industry to embark on 
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FOREIGN COMMERCE STUDY 581 
increased exports, to counteract Sino-Soviet trade offensive. 


President should also appoint a broader advisory committee 
made up of businessmen and industrialists, representing national, regional, 
and local Chambers of Commerce as well as trade associations, as another 
starting point to be followed. 

A national campaign should be set up by Government to make 
it clear to all citizens in US why increased exports are necessary. This 
could be a major function of a committee appointed by the President. 
Appoint, in consultation with leadership of both parties, a top executive 
to have cabinet rank and run the mobilization, such as Ralph Cordiner, 
George Romney, Juan Trippe, Chad McClellan, Ben Fairless, Henry Kearns, 
W. R. Herod, John McCloy, James Black. 

It is recommended that the President appoint an Export 
Trade Group (name immaterial); group to consist of full-time volun- 
tary Chairman (preferably a retired successful exporter) and about 24 
members from industry, agriculture, and labor, these to be distributed 
politically and geographically. To this group there should be added 
ex-officio members the Secretary of Commerce, Chairman of the 
Senate Comm. on Interstate and Foreign Commerce and the Chairman 
of the House Committee on Foreign Affairs. This group should be 
provided with a "staff" to be provided by the Government and should 
raise its own operating budget by public subscription. All modern 
public relations media: advertising, press releases, propaganda, 


should be used. 
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Department of Commerce to appoint a new advisory 
committee of each major industry to confer in Washington with appro- 
priate Informed Government officials. Formation by Department of as N 
Commerce is wanted also for a group to facilitate exporting by smaller 
business! 


meet 


Establish an operation for US business such as the Canadian 
Commercial Corporation, allowing small business to export through it, 
At any rate, provide or stimulate creation of some sort of US private 
intermediary organization which could assume for small producers for 
a fee, market analysis and contacts abroad, handle general overhead 
problems incident to exports, and perhaps act as selling agents. There 
is need for a community servicing organization for small business who 
want to expand. They should not have to rely on an agent in New York, 
New Orleans, or San Francisco. This local servicing organization has 
to be skilled in foreign trade. 


Obtain a sensible position from the Executive Department 
on legislation to create a workable Foreign Business Corporation which 
will encourage move into foreign countries to supply those countries 
and to export back into the US in competition with higher production costs 
at home. Or else set up national and regional exporters association 
under supervision of Department of Commerce. (Inaugurate system of 
allocation of production for export by each company and industry with 
suitable method of rewards and recognition. Use similar procedures 
to 1940: through our national emergency with Departments of Commerce 
the directing head). 


In summary, US Government should first develop a com- 
prehensive program reflecting a determination to raise export level to 
a higher plateau, pledging assistance in advice and credit and related 
incentives. Have a top commi*tce to work with industry. In clear and 
specific manner, outline objective and direct such to the various leaders 
of industry requesting affirmative action. Then invite leaders of industry 


and those interested in entering the export field to develop regional 
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meetings, perhaps in conjunction with established organizations such 


as National Foreign Trade Council, U.S. Chamber of Commerce, etc. 


lers 


ust) 
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B. PROGRAM PUBLICITY AND COMMUNICATION 


Have a Government publicity and advertising program 
similar to LIBERTY or VICTORY Bond drives, tied into our national 
program of winning friends and influencing people overseas. Toward 
this, get all advertising and public relations agencies of national 
stature interested in foreign marketing. Of course, the publicity should 
be spearheaded by the Government, the President, utilizing also 
National Export Week and the existing organizations, including the 


NAM, as well as local Chambers of Commerce and trade associations, 


Greater Government publicity is needed to begin with 
for increasing US exports, and to interest medium and small sized 


companies in entering the field. 


Enlist the aid of the press, besides using advertising 
as such on a national basis in newspapers and trade periodicals. Re- 
quest newspapers, magazines, and trade papers to support the program 
and promote the theme. Then keepa favorable "press" climate on 
a sustained basis, also by publicizing interesting stories of foreign 
trade successes, from time to time, rather than through the usual mere 


reporting of cold and unimaginative statistics. 
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Feature export drive in all papers and trade periodicals 
and regular progress reports. Publicize in all Government publications, 
especially those of the Department of Commerce, the program, as well as 
expressing the willingness and ability of these agencies to provide 
further necessary information to potential exporters, including all of the 
related available services. 


Write a series of articles for popular magazines and use 
special stories for both local and trade areas on current reports from 
foreign service and US companies overseas activities re sales of US 
goods. Get trade papers to conduct campaigns of information on export 
relative to their industry. (Plana special program using trade publica- 
tions, business and technical, giving case histories of recent export 
successes). 

Have collaborating groups of private trade organizations 
put on specific publicity campaigns, trying to achieve a more balanced 
publicity as to things foreign and situations abroad as to foreign and 
US technological developments, respective cultural and intellectual 
advances, etc. (Have a campaign to give recognition and status to 
export overseas departments within US organizations, including publicity 


and related individual calls on such companies whose products promise 
potential markets abroad). 


Organize an educational program among American industry 


and particularly TOP Management. An important purpose of the neces- 
sary public relations campaign is to SELL top management on exports, 
focusing their attention on it. This should no longer be as difficult as 
before, now that the domestic market in many lines doesn't really 
absorb all the production capacity. Enlist the services of KEY men 

in each organization interested in the program (those with a product to 
sell) and who might be released to do actual work in their own company 


and in association with the National Committee. 
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Appeal to patriotism of industry as well as their commercig| 
sense. This too should be done ona national scale by press collaboration, 
and releases from Washington within a national educational effort to show 
business why it must participate in this effort to export as opposed to 
overseas manufacture alone. Set forth in clear and unambiguous terms 
the scope of the problem facing the US if the imbalance in our trade 
continues. Show industry how important exports are to other countries, 

Keep up a steadypropaganda on values of foreign trade, 
don't blow hot and cold. Then tie in with calls on top management by 
representatives of US Department of Commerce, US Chamber of Commer, 
and local Chambers of Commerce, emphasizing opportunities and profits 
in export selling. Also provide industry with educational assistance and 
aids, so all industry (including rank and file workers) realize importance 


of export trade; thus help lessen resistance to US export expansion effory 
by individual companies). 


Industry should be further alerted to the critical need for 
action through more meetings, Call a White House Conference of say 
the 100 largest companies. Invite industry to hold regional meetings, 
under the guidance of U.S. Department of Commerce officials to be 


present, in further keeping with contemplated policy of assistance, 


The Government should convene industrial groups indivi- 
dually, each group being composed of the representatives of 4 given 


industry; thus holding conferences by industries so homogeneous problem 
can be dealt with. (Trade association groups are probably the best 
medium for this; opportunity will vary widely by industry or trade group, 
therefore all this must be approached from an educational and special- 


interest view). 
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In arranging regional meetings - under the aegis of 

Departinent of Commerce - pinpoint actual (not unrealizable) sales 
opportunities in foreign markets and disseminate related facts. Have 
local Chambers of Commerce schedule these meetings throughout the 
US to make smaller companies aware of trade opportunities abroad; 
in these, field officers can explain their expanded program, relate 
some "success stories" of new exporters, and offer to help companies 
interested in exporting. (Publicize there and otherwise export opportu- 


nities from foreign service offices PROMPTLY). 


Have Department of Commerce field offices, in cooperation 
with local Chambers of Commerce sponsor series of export trade 
clinics. A "clinic'’ of experts could answer and otherwise assist 
exporter with his problems. Conduct such seminars, preferably on an 
industry basis, in an effort to orient industry problems into the general 


pattern. 


Put on I n Commerce BRIEFING sessions (short) 





in say six major cities for domestic executives, as is done for Trade 


Missions in Washington. 


Arrange a series of talks around the country by represen- 
tatives of successful export firms. Point out to non-exporting industry 
success stories of their competitors in export. Have case studies 
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prepared of good and bad export experience (must first identify com- 
panies). Show examples of successful expansion of representative com- 
panies and new products to other manufacturers. Promote with US 
Corporations and industries the idea of an international marketing 
concept. This will open the door to sales ina market of international 
volume, rather than just domestic. Direct ideas on what industry should 
do in groups by industry, to obtain importance of program in different 
areas. 


Have a direct mail campaign with all civic organizations, 


even lunch clubs. Contact all companies not personally interviewed 

by letter asking for reasons why they cannot increase exports. Printed 
signature alright. Use Thomas’ Register and have letters signed by 
Secretary of Commerce sent to all listings. Use yellow pages of phone 
books in several 100 cities as guides for Secretary of Commerce Mailing 
on program. 

In connection with this, publish a booklet dealing with likes 
and dislikes (from the standpoint of the buyer) of the various communi- 
ties in which domestic concerns expect to do their selling; the idea is 
to make our selling arguments conform more accurately to the require- 
ments and customs of the buying countries. (Tie this and other campaigs 


into a national "Export Week" celebration with full participation of press, } 
service clubs, etc.) 
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Cc, DEVELOPMENT OF PROGRAM INGREDIENTS 
(What might also be included in educating industry) 


The overall need is for creating a climate in the U.S. 


business community that will foster exports and overcome the reluctance 
to take foreign risks and make the effort when sufficient outlets are 
available at home. (At the same time help to reconcile apparently con- 
flicting interests of U.S. manufacturers who (1) are heavily invested 
overseas for local production there; (2) are producing only in the U.S. 


and seek only to export). 


Show U. S. Business, Labor, and the public that in these 
days of high break-even points the amount of a company's exports is 
frequently the difference between continued profitable operations and 
a loss. In turn, encourage U.S. manufacturers to take on export 
business initially at break-even and lower price levels, at the same time 
persuading them that foreign economic policy is their responsibility too. 

On the basis that people are down on what they are not up 
on, export drive problems should be well defined for all presentation 
purposes, to motivate unified effort, targeting objectives, with resulting 
productive action. 

Convince management that the problems and possibilities 


of export are worth capital investment at a relatively low initial return. 
A negative approach has already caused US exports to lose ground by 
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by default to Western European and Japanese competitors. Hence, drive 
home the need of going all out to sell in all markets, based on superior 
quality, and not leave the field wide open to our foreign competitors, 


There is a general lethargy in industry regarding export 


activities. Management has to be convinced that greater company resourr 
should be devoted to the export market. We just must expand exports 
at faster rate than US production is moving abroad into US subsidiarieg) 
Get especially smaller manufacturers to become more interested in 
exporting their products (say at least companies with volumes of 


$500, 000 and over), 


All have to be convinced to take a more realistic approach 
to export problems, rather than take the attitude that there is no reason 
to do anything until our US industry is really hurt by imports! Thus bring 
about a desirable understanding of international competition on the part 
of U.S. manufacturers who for the past 15 years have never had it go 


good. (This includes foreign traders as well as domestic businessmen), | 


We must emphasize an export-building policy that is profitabk 
for the parent company and at the same time of assistance to the economi 


foreign policy of the USA. Ask all companies with foreign operations to 


stress EXPORT from USA, rather than assign present US export markets 
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to subsidiaries or licensees abroad, In turn, we must discourage or 
prevent uneconomic construction of competitive plants abroad (behind 
protection against imports) that destroy our exports, too often assisted 
by US grants or loans| 

We should discourage US firms from building too many 
factories abroad. At the same time, we must recognize that the situa- 
tion has changed vis-a-vis exports. Many products now marketable in 
under-developed countries are already made at US affiliate plants abroad 
and will be marketed in such countries from foreign plants. 

The Government must advise industry that we are pricing 
ourselves out of the world markets and ask industry to make a real con- 
tribution toward solving this. US industry should be thus mobilized and 
encouraged to set aside a proportion of their production for export at 


world prices, with the overall profit and the long range considered in 
their overall thinking. 


Industry should be encouraged to support the Government 
in Trade Missions overseas. These should be sent to under-developed 
areas. There is no need for such missions to industrially developed 
countries such as England, Germany, France, Japan, etc. Industry 
should also support more commercially oriented reporting and market 
analysis, provided the Government doesn't run away with this and take 
on much additional personnel. (They are not needed in great numbers). 

On the basis of surveys already completed it should be 


determined in just precisely what areas we can intelligently hope to 
compete in the foreign countries with US exports. (Obviously hand-made 
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items with a high labor cost would be out of the question). Once this 
list of products is widely known, then further encouragement of the 
US industry or industries would be a matter of organization. Identify 
the type of company having export interest and experience (US Census 
Bureau could do?) 


Show the compatibility of the profit motive with US interna- 
tional interest. So first advise US of international policy so that effort 
can appropriately be directed into useful channels, further emphasizing 
to business interrelationship of foreign policy and trade. Then make 
available to new (small) or potential exporters the simple facts of 
profit: who, what, where, how, and when to export. Dramatize profits 


and defense of US market through exports as weil as employment, 


Show non-exporters how high profit ratio is on export 
sales, usually higher than in domestic sales. Thus in all direct approache 
to industry, tell and show profits to medium and small business, rather 
than merely harp on patriotic duty. (Publicize comparative foreign and 
domestic profit margins on identical products. Establish teams of ex- 
perienced exporters and Government Foreign Service personnel who 
could put ona series of well-planned programs for medium and smaller 
sized businesses, showing profitability of exports as well as ways of 
getting into it). 


Admit in all presentations that there will be casualties in 
some industries, but point out always how net benefits of more exports 
will create more jobs and more profitable jobs. (At the same time get 
decentralized American factory management to accept some irregularities 
inherent in the mechanics of commercial export transactions, which may 
upset their normal routines and rigid systems, as well as affect their 
profit performance. Also, sales costs abroad are higher and small 
volume at first in sight causes some manufacturers not to try to make 
an effort. (Anyway, it has to be tried to make export sales look profi- 
table especially to firms who have mainly sold to the domestic market), 
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To "mobilize" U.S. industry, tell industries now HURT 


by imports what percentage of the US market will be GIVEN to foreign 
ao 


manufacturers. (This information will enable us to plan our production 
here and enable us to determine how much of our plant capacity to 
give over to low-wage Asiatic countries). When? NOW! Why? SURVI- 


VAL). 


Create in industry a feeling that the Government is 
sincere when it hasn't stated what controls it will place on its people 
at the GATT Conference. (There duties may be further decreased, 


thereby increasing imports and create the need for even more exports. 


Educate business management simply that export business 
is just as important as domestic business. We cannot maintain our 
economy without an active export drive! Train domestic sales manage- 
ment to understand the full value of export business and to fully support 
it; in fact, educate personnel from top to bottom on the importance of 
exports. 

Convince US business that they should be aware that the 
US foreign policy requires development of their overseas markets. Of 
course, until exports are a larger part of US companies’ sales, they 
will not get the best attention of top management, without additional 


guidance. (The expansion of imports and exports will on balance stimu- 
late exports more. At any rate, expand EXPORT program to cover in- 
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ternational trade and investment. As the prospective foreign market 
increases, Management will then try to set up export personnel, get 


credit, market, transport information, re-design product and packaging, 
etc. ) 


Assist especially the large number of smaller (more 


competitive) U.S. manufacturers in setting up export operations. Give 
more specific help to individual smaller industries on procedures for 
handling export inquiries and export orders, Expand the knowledge 

of the technique of exporting, bringing about a better understanding 
of the current problem of marketing abroad in the 1960's. Make clear 
to industry step by step ways and means of getting into the export busi- 
ness, developing step by step procedures in working out the mechanics 
of exporting, including pricing merchandise, including duty, FOB point 


of manufacture or FOB point of destination. 


Help small companies understand the export operation 
without reading the heaps of published statistics. Set up purely business 
advisory groups in U.S. and abroad to give newcomers the type of infor- 
mation that Government is not free to give. Provide timely information 
on foreign market opportunities so American business not now in the 
export business can at least bid on some jobs and in that way be intro- 
duced to export trade, 


Tell the small manufacturer that he can export through an 
export firm or encourage direct export by manufacturer without seaport 
broker or other intermediary; inform him also on product guarantee. 
Train US exporters to try to meet the needs of the foreign customers as 
they have tried to meet needs of US customers. (Convince industry, if 
they are to mobilize, that new patterns are necessary, i.e. less indivi- 
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dualism will be possible in the future, probably reduction of anti-trust 
and more Government controls elsewhere), 


In all attempts at truly informing US business, you have to 
induce them to analyze the prevalent condition not only in respect to their 
own approach, but also in respect to what foreigners might think in their 
approach to the same situation. The two essential elements of any export 
sales policy, however, are: price and terms of payment. They are 
thereforScommon to all industries interested in exports. But over and 
above this, each given industry has export problems peculiar to itself, 


Most important perhaps is to change the ATTITUDE of 
ultra-conservative management of industrial companies, who have tra- 


ditionally focussed their efforts on domestic sales as opposed to exports. 
Make all (not just a few) top management people in US industry fully 
understand the importance of US export and import trade and fully 


support the development of both, 


If you are really going to mobilize US industry you must 
get the interest and cooperation of the top executives (Presidents and 
Chairmen), not just those of us already on this side. Top executives 
need to be shown that foreign trade is not just an extra, but that with 
smart know-how from experienced foreign traders they can make foreign 
trade a real money maker, balancing occasional domestic dips. Suggestion: 
success stories on this line, in different industries, well written and 
illustrated. For too many foreign trade is a step-child. Help American 
business leaders to a greater appreciation of value of exports over long 
pull, Convince top management that export consists of more than 
shipping excess production abroad in packages marketed in US. 


Appeal to heads of companies to devote more time and 
effort to exports as a national obligation. Start with top management, 
give them also profit incentives. Acquaint top management of industry 
of the program objectives. Expansion of export activity will be difficult 
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because we are confronted with a general apathy on the part of many 
producers. We must secure top management support for sustained 
supply of exports in all conditions of supply. Stimulate interest in 
international sales among members of top management. 


in summary, alert and convince top management (and Boarg 


of Directors) of importance of export to their own businesses (present 


group already converted). Make all manufacturers aware of benefits 


of export by contacting them directly. Government should appeal to 


corporation presidents to assign top men to develop their export business . 


too frequently export business is handled by second raters or cast offs 
from domestic organization. Show US export executives that they should 
take their domestic executive associates on study trips abroad. Have 
the Department of Commerce highlight the problem to chief executive 


officers of companies (heads of international divisions are already 


convinced of need). 
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D, UTILIZING TRADE ORGANIZATIONS AND OTHER GROUPS 
ee en eee aed 


Do not form a new organization to accomplish program 
objectives, but use some existing groups! As one of the first steps, 


enlist the support of existing trade organizations, including export 
organizations, such as National Foreign Trade Council and International 


Chamber of Commerce, 


Request the Chamber of Commerce of the U.S. to appoint 
a special export committee to work on this problem. Together with them, 


take full advantage of such expertise as already exists not only in 
industry but also in agriculture, banking, shipping, the press,, etc. 
(Then have symposiums sponsored jointly by all types of trade associa- 
tions; organize a committee on which representatives of varied orga- 
nizations would serve). Have the U.S. Chamber of Commerce give 


priority for coming year to emphasizing exports. 


Set up joint committees of U.S. Chamber of Commerce, 
N.A.M., National Foreign Trade Council, Commerce and Industry Asso- 
ciation, National Industrial Conference Board, and AFL-CIO. (This would 
cover manufacturing, foreign trade, shipping, insurance, banking and labor) 
Educate the NAM to the facts of economic life in the 20th century. Set 
up a joint committee of NAM, National Foreign Trade Council and AFL- 
CIO (Labor participation is essential to secure needed cooperation in 
keeping costs of U.S. products competitive; at any rate Government and 
trade associations should collaborate in intensive and continuing campaign 
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to sell the value and importance of international trade and its influence 
on PEACE and as a weapon in the Cold War). 

Nat. Assoc. of Mfrs. should circularize membership pro- 
viding an incentive, i.e. added profitability of export business. Through 
industry associations determine individual probiems affecting that industry 
and thus demonstrate that a sound program is desired, These groups 


would welcome speakers from Government on mobilization of industry, 
(Expand the activities of the CNTP). 


Request N.F,T.C, for detailed suggestions on how to 
mobilize, also have them study suggestions and select several most 
practical and useful. Encourage membership of a subscription nature 
in the Nat. For, Trade Council with modest membership fees. (Request 
National Foreign Trade Council to adapt and elaborate British Dollar 
Export campaign to achieve U.S. goals). 

Work through all other organized trade organizations, 
utilizing top speakers to appear at functions to get the message to 
industry. Utilize trade associations and Chambers of Commerce to 
discuss and advocate in local press. (Call on N.Y. Chamber of Commer 

Have a national conference of private organizations, such 
as the NFTC, U.S. Council of International C,C., U.S. Chamber, etc, 
Conduct semi-annual briefings of U.S. industry by commodity groups to 
acquaint us with areas in which conflict exists and we can contribute to 
maintain our position as a first-rate power. 

Bring Labor into these meetings (the program) and tell them 


about the serious condition of the U.S. exports at this time. Labor 


Unions, so far, are unwilling to admit their responsibility and if they 
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would do this, industry would be easier mobilized, Publicize to Unions 
the loss of employment and thus get them behind mobilization for export. 
Have meetings with Labor Union Committees to explain foreign commerce. 
Conduct educational campaign with Labor Unions to show them how their 


annual wage increases have priced us out of much business we formerly 


enjoyed. 


Solicit help of American Bankers’ Association; enlist the 


services for this purpose of the approximately 14,500 commercial banks 
in the USA, by getting them to interest their various manufacturing 
customers in export. Get country banks interested in international trade. 


Encourage banks to hold lecture meetings on export drive. 


In the electronic industry have a 12 member committee 
consisting of large and small companies geographically distributed, Send 
out discussion problems before meeting. 


Continue to advise our aerospace industry association of 
potential market possibilities and activity of foreign competitors. Give 
liste of possible export possibilities to trade associations and ask their 
cooperation in finding companies who might be interested, Government 
can help trade associations focus on developing programs of most direct 
interest to manufacturers. (Have them establish a committee to review 
new products and process for their export potential). 


Use trade and industry clubs and associations ag planning 
and study centers. Industry groups (by products) should be asked to 


report problems to Department of Commerce in Washington. (Use the 
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facilities of Business Advisory Council). 


Have manufacturing and trade associations maintain comple, 
records of styles, prices, deliveries, etc. on all exportable merchandige 
Constantly supply all information to Government "Clearing House" for 
distribution through Legation and otherwise. (Utilize the results of the 
Far East America Council of Commerce and industry). 


To interest the smaller business that may have no contact 
with the large trade organizations, try and reach him through Rotary, 
Kiwanis, Lions, etc. Get the cooperation of the National Sales Executive. 


Inc., 660 Third Avenue, N.Y.C. - 30,000 members. 


A national speakers committee having all thes facts should 
be set up to cover every section of the U.S., talking to Chamber of Con. 
merce, Rotary, city clubs, etc. Have local Chambers of Commerce or } 
manufacturers associations taught how to instruct manufacturers how to 
get into export. Employ C. of C. and other trade associations to suppor} 
the activity required. (This should not be done by Government because 
we are nota state trading country such as the USSR. I doubt if industn 
can be mobilized on this issue. They can be made aware of the problem, 
but we'll take individual corporate action. Don't preach and exhort), 


Have export clubs and Chambers of Commerce expand their | 


promotion of exports to non-exporting members. Have ther follow the | 
practices followed by World Trade Council of Pittsburgh Chamber of 


Commerce. 


Field service men to coordinate export presentations to 
industry with banks by submitting carbons of presentations to banks, 


90 


which 
lities. 
expor 
prese! 
engag' 


conve 
to pot 


"G" t 
additl 


"Acq 
facts 
of gr 
most! 
edito! 
of ea 
parti 
overs 


Dlete 
ise, 


tive 


FOREIGN COMMERCE STUDY 601 


which will follow up and offer package for assistance in export technica- 
lities. Field service men to organize task force to present specific 
export opportunities to industry. (Have Department of Commerce re- 
presentative personally interview executives of leading 200 companies 
engaged in export for program ideas). 


Commerce Department to request trade associations to 
convene meetings of companies, both now exporting and non-exporting, 
to point up national and individual gain to be realized from exporting. 


"G" thinking: In essence merely confirms above details, the only 
additional suggestions being: 


"Acquaint industry of Government planned action. Give industry sufficient 
facts (great gobs of big figures that include some of our vast shipments 
of grains and airplanes don't impress those small industries made up 
mostly of small companies.) Through a conference of trade publication 
editors, get the story to all segments of industry in terms the audience 

of each publication will understand, Bring together all the interested 
parties to the export of the specific commodity: producers, exporters, 
overseas representative and Government personnel." 
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E, ABOUT INVOLVING THE U.S. PUBLIC 


If the President went on T.V. outlining the importance of 
the Export Program this would start the ball rolling with newspapers, 


radio and [T.V,. commentators. Use television and radio to acquaint 


public with management necessity of tackling this problem. 


Create a sense of national urgency and importance. Convey 
to the layman what the balance of payments "deficit'' really means, i,e, 
the difference between the balance of trade and the balance of payments, 
Sell the idea that international trade must be a two-way street, overco- 
ming citizen sympathy toward protectionism. Promote the insight in the 
American public at large that the proper solution to present balance of 
payments difficulties is export expansion rather than import restrictions 
or reduced foreign aid. Bring home to all U.S, citizens the need to 
maintain imports - although competitive - to pay for increased exports, 


Organize a Government and industry campaign (to make 
all USA exports as popular as American movies). Have industry spokes: 
men explain need for exports whenever the opportunity to make public 
statements is offered. Publish statistics showing country by country the | 
dependence of U.S. business and labor exports. Develop more apprecia- 
tion among US voters and office holders of importance of export trade 
to U.S. and local economy. (B.A,C, and D.A,C, to meet with Secretary 
of Commerce on subject of Increasing exports). 








Have a P.R. campaign (joint Government, industry and 
labor) to alert the public of the necessity for increasing exports in | 
order to maintain our position in the world. Present the facts regarding | 
the importance of foreign trade to the U.S. economy and the individual 


consumer. Do not distort the problem to incite fear or exploit ignorance, 
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such as the flight of gold panic. Get over the idea to the public and 

ss that an expanding export program combats unemployment: 
Congre 8 c ; 
get the U.S. public to realize that, generally speaking, we cannot maintain 


our standard of living far above that of those with whom we want to trade, 


Enlist the aid of the Advertising Council, they can get 
results. Intelligently prepare press releases by Government, informing 
public why future tax-raised funds for foreign aid should be spent on 
U.S. made goods and U.S. services. Show U.S, public that action taken 
at this time by Government and business need not be as drastic as action 
which would be necessary if the current balance of payments were long 
disregarded. (How to justify in the eyes of domestic customers an export 
sales policy which calls for more lenient terms and which does not apply 
to the domestic market?) 


Show that a continuation of the U.S. balance of payments 
problem could lead to Governmental intervention in citizens travel abroad, 
what and how much could be imported by U.S, companies, etc. (Don't 
make a "circus'’ out of a hard business proposition, however. It is 
difficult to visualize much tangible benefit from this), 


Industry and -Government should both make the public aware 
of the importance of direct investments overseas in helping to balance 
U.S, payments. The great significance of exports from the U.S, must 
be emphasized, yet all must realize that in order to do business in many 
countries, the American businessman must erect a local plant, otherwise 
he is simply excluded from the market, With his plant he earns dollars 
to come back to the USA. (Yet discourage over-expansion of U,S, firms 
into advanced areas and encourage U.S, private capital to invest in the 
underdeveloped areas of the world), 


Work through fratern al, women's, and church organizations. 





Industry should be prepared to support local conferences and meetings 


of Women's clubs, etc. with speakers explaining need for spending 
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dollars raised in this country for U.S. goods and services. Enlist the 
aid of retired export executives in nationwide lecture tours. (They wil] 


help!) 


Get the story of the importance of international trade to 
schools and colleges, with more stress on subject in courses on econo- 
mics, U.S. history, etc. Cover college graduating classes with good 
picture of possibilities as industry does. (Get Americans to act as 
though other people in the world have brains, that the USA doesn't have 
a comer on all the brains in the world). Educate young people in ele- 
mentary, high school, and college to become interested in living abroad, 

Make studies of importance of foreign trade to individual 
localities in U.S. and dissemination through local and trade press. PTA 
and local experts in Commerce expound locally. 

Appoint a strong business leader to conduct mobilization 
campaign who will remain in office even if party in power changes, such 
as: Cordiner, Herod, McCloy, Kearns, Trippe, McClellan, J. Black, 

B. Fairless, Romney; appoint strong labor leader to serve with business 


leader to conduct mobilization campaign, such as John L. Lewis, James 
Carey, Happy Van Arsdale. 
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ABOUT "MOBILIZING" THE GREATER LOS ANGELES COMMUNITY 
TOWARD EXPORT EXPANSION 


ce ern nnnE UNIS nn EInnn nnn IEE EEE EERE EERE 





(As stated in the Preface, the following ideas were collected at the L.A. 
Chamber of Commerce World Trade Committee Conference held on 
March 22, 1960 and represent verbatim comments received about pro- 
moting exports in the L.A, area). 


First, organize an active new committee to promote exports; 


after committee is formed, get full-time execution by adequate staff 
and budget, as part of sales cost. (Through L.A. COC obtain an index 
of export factors, especially a list of men in organizations who could 


and will serve on special export-program assistance). 


I feel that a great deal is being done by Department of 
Commerce, trade organizations and banks. Yet specific top Government 
support should be the key to executive top-level thinking. I think a Govern- 
ment office should be opened wherein anyone can go for information - 
accurate information - re export (& import) opportunities and problems. 
Enlarge field office of Department of Commerce for greater assistance 


to(L.A.) firms wishing to enter the export field. Establish an interna- 
tional trade center in L,A,! 


Chamber of Commerce should set up a new committee 
to determine what local manufacturers - now not exporting - might logi- 
cally be expected to find markets abroad; then to recommend certain 
marketing areas. Mare encouragement has to be given manufacturers 
toenter the export field; impressing upon local industry benefits (of 
selfish nature) derived from export sales. (The Chamber might make 
a comprehensive appraisal of the industries in this area with a view to 
projecting them into the world market. A canvass - under Government 
auspices - to determine what industries and manufacturers might produce 
attractive overseas items...) 
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Publicize throughout local area to manufacturers, distri- 


butors, etc, the fact that U.S. Government is concerned and will assigt 
crrnmnccncnnn nnn cc er ee 


in sales abroad, 


Have the newspapers, radio and TV make this area more 
export-minded than it has been. Convince the local press to establish 
an international trade section as it has a travel, auto, etc. section. Hay 
more publicity in the local newspapers in addition to public gatherings 
of the people interested; promotional articles in applicable trade paper 
and Chamber-sponsored forums. Tie-in the idea of the nature and 
value of the export trade to all the world with the importance of it 
to local business. A greater display of the role that L.A, now plays 
to exporting may have a snow-balling effect. Have more advertising of 
products manufactured chiefly or exclusively in Southern California, 


in export publications circulating abroad. 


Expand informative programs in the framework of C.0,C,, 


Rotary Clubs, schools and universities; give more information of foreip; 


trade and its part in economic matters, Organize, publicize and publish 
listings of: combination export managers in the area, manufacturers’ 
agents, export communication houses,~export merchants, i.e. middlema 
to whom small manufacturers can export without expense of setting up 
own export departments. 


Have a speakers’ bureau of the World Trade Committee 
to serve civic groups. Use all possible number of meetings during 
World Trade Week this year in May to launch the program of export 
expansion. 
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Expand harbor facilities. An effort should be made to 
reduce the excessive cost of shipment due to terminal charges at the 
harbor; this concerns longshoremen problems. Make for a better 
gituation with respect to longshoremen labor conditions. Improve cost 
of cargo handling at local port. Expand direct ocean freight service 
to more world ports at competitive rates. The Los Angeles Harbor 
Department should have representation in the Mid-West states where 
a substantial number of principle exporters are located, 

Improve personnel and service available at local custom 
house. Give Customs Officers more help, they are very much under- 
staffed. 

Have those major air-steamship companies who share 


benefits of exports spearhead costs of advertising, meetings, etc., 
promotions, education on export business, 


Provide possible taxation (city) benefits to industries 
directing their Dusiness overseas. Further expansion of financial 
support and insurance programs is also wanted, 


(Increase imports so that overland shipping East will have 
a chance to catch up with Western overland shipments destined for 
exportation. Suggest: more strict regulations on firms handling exports: 
"licensing. "') 


More trade representatives from this area to cover the 
foreign fields. Expand activities by getting the L.A, manufacturers 
to study how they can sell their merchandise abroad by going into one 
country at a time. Have meetings with returned members of Trade 
Missions to discuss the specifics of trade with countries visited, i.e. 
products needed, local competition, etc. 
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A. List of executives from Business and Industry participating in the 


oo ee 


Adelman, M.A., Professor 
Departmeit of Economics 

and Social Science 

Massachusetts Institute of Technology 
Cambridge 39, Massachusetts 


Aurell, Alvin K., Vice President 
Singer Sewing Machine Company 
149 Broadway 

ew York 6, New York 


Balgooyen, Henry W., Exec. V.P. 
American & Foreign Power Company 
100 Church Street 

New York 6, New York 


Ballagh, Thomas A., President 
Ballagh & Thrail, Inc, 

1505 Race Street 

Philadelphia, Pennsylvania 


Barahe, C.A, 
Caterpilier Tractor Company 
Peoria, Iliinois 


Bash, S. M. 

Bethlehem Steel Export Corporation 
25 Broadway 

New York, New York 


Beare, Gene 
General Telephone & Electronics Corp. 
New York, New York 


Bedard, Donald 
International Section of 


American Marketing Association 


Chicago, Illinois 


Bell, Adin, Fred J. 


General Telephone & Electronic; 


Corp. 
New York, New York 


Bellamore, D,H., Managing Dir, 


Republic Sieel Corporatiun 
100 Paxk Avenue 
New York, New York 


Black, Myron L. 
Washington Representative 
isbrandtsen Company, Inc, 


Suite 305, 2000 K Street, N,W, 


Washington, D.C, 


Blair, Dan Huntington 
Manager Marketing Research 
Bridgeport Brass Company 
30 Grand Street 

Bridgepert 2, Connecticut 


| 


| 


consulvative workshops, held in Washington, D,C, early in March 19% 
con suliative workshops, held in Washington, Fen earner 


| 


Bohimann, H.ti,, Export Manage| 
Tne Seamless Rubber Compuay 


253 Hallock Avenue 
New Haven 3, Connecticut 
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Borlo, Peter, Jr. 

The Goodyear International Corp. 
1200 18th Street, N.W. 
Washington 6, D.C, 


powes, Frederick, Jr., Vice Pres. 
International Division 

Pimey, Bowes, Inc, 

Stamford, Connecticut 


Braisted, H. Earle, President 
Joshua B. Powers, Inc, 

551 Fifth Avenue 

New York 17, New York 


Branch, C. Benson, President 
Dow Chemical International, Ltd. 
Midland, Michigan 


Brent, John E 

Vice President and Gen. Mgr. 
IBM World Trade Corporation 
821 United Nations Plaza 

New York 17, New York 


Briscoe, Mrs. Jehn D, 
Director 

of Women Voters of the US 
1026 - 17th Street, N. W. 
Washington, D, C, 


Burke, James E. 

Stewart Warner Corporation 
1826 Diversey Parkway 
Chicago 14, Illinois 


Camp, Jack L., Vice President 
Internationai Harvester Corp 
180 N. Michigan Avenue 
Chicago, Illinois 


Campbell, Kenneth H. 

Manager, Foreign Commerce Dept. 
Chamber of Commerce of the US 
Washington 6, D.C. 


Carlisle, W.R. 
Government Relations Counselor 
Standard Oil (New Jersey) 


Cash, Harvey, Vice Presidént 
Texaco, Inc. 

135 E. 42nd Street 

New York, New York 


Caulfield, Patricia, Mrs. 
Bache & Co, 

1000 16th Street, N. W. 
Washington 6, D.C, 


Chadsey, Horace M..Sr. Vice Pres. 
The First Nat, Bk of Boston 

67 Milk Street 

Boston 6, Massachusetts 


Chrisman, Neil M. 

Vice President in Charge of 
Marketing 

John Deere Intercontinental, S. A. 
Moline, [Illinois 


Cisler, Walker L., President 
The Detroit Edison Company 
2000 Second Avenue 
Detroit 26, Michigan 


Clark, Reuben G., President 
Savannah Bank & Trust Company 
Savannah, Georgia. 


Clark, Edward 


Republic Steel 
New York, New York. 
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Collins, Wm. D. 

Lone Star Cement Corp. 
918 Tower Building 
Washington, D.C, 


Cornwall, Peter 

Pan American World Airways 
System 

135 E. 42nd Street 

New York, New York 


Coyle, Donald E., Vice Pres. 
Chemical Bank NY Trust Co. 
New York, New York 


Coughran, Tom B., Exec. V.P. 
Bank of America 

37-41 Broad Street 

New York, New York. 


Cruger, Frank M., Pargner 
Indiana Manuf, Supply Co. 
945 Fort Wayne Avenue 
Indianapolis 7, Indiana 


Curtis, George 
Manager, Export Department 


American Manufacturers Assoc. 


1710 H. Street, N.W. 
Washington, D.C, 


De La Giroday, John B, 
Administrative Assistant 
Bethlehem Steel Export Co. 
New York, New York 


Dorr, Russell M. 
Washington Representative 
Chase Manhatten Bank 
1707 "H" Street, N.W. 
Washington, D.C, 
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Danielian, N.R. 

President 

international Economic Policy Assy 
Washington, D.C, 


Dietz, Paul 

Allis Chalmers International 
1126 S. 70th Street 
Milwaukee 1, Wisconsin 


Dowdy, George W. 

Exec, V.P. & Gen. Mgr. 
Belk Brothers Company 
Charlotte, North Carolina 


Dyke, Theodore A., Vice Pres, 
Combustion Engineering, Inc, 
200 Madison Avenue 

New York 17, New York 


Edwards, A.R., President 
Armco International Corporation 
703 Curtis Street 

Middletown, Ohio 


Eide, A.C., Vice President 
American Zinc, Lead and Smeltinj 
1515 Paul Brown Building 

St. Louis, Missouri 


Ellis, Roy C, Vice President 
Raytheon Company 
Waltham, Massachusetts 


Evans, J.K., Director 
Public Relations Department 
Asiatic Petroleum Corporation 


1700 K Street, N,W. 


Washington, D.C, 
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Farrell, James A., Jr. 
President 

Farrell Lines, Inc. 

26 Beaver Street 

New York 14, New York 


Faulk, E.W., Chairman 
Senior Vice President 
The Merchants National 
Bk of Mobile 

P.O. Box 1229 

Mobile, Alabama. 


Fazzano, Joseph R., Secretary 
Imperial Knife Company 
Imperial Place 

Providence, Rhode Island 


Fichtner, Charles C. 
Executive Vice President 
Buffalo Chamber of Commerce 
238 Main Street 

Buffalo 2, New York 


Folson, Victor C. 
General Counsel 
United Fruit Company 
80 Federal Street 
Boston 10, Mass. 


Forsythe, R.E, 
Timken Roller Bearing Company 
Canton, Ohio 


Frost, R.C, 
Collins Radio Company 
Dallas, Texas 


Gamble, Edward W., Jr. 
Regional Vice President 
Monsanto Chemical Co. 
Lindberg & Olive Streets 
St. Louis 4, Missouri 
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Gehle, William F., Manager 
Westinghouse Electric Int. Co. 
201, 1625 K Street, N.W. 
Washington 6, D.C, 


Goss, James H., Vice President 
International General Electric 
New York, New York 


Grace, J. Peter 

W. R. Grace & Co, 
Davison Chemical Division 
New York, New York 


Gray, Philip J., Director 

Foreign Department 

Foreign Credit Interchange Bureau 
229 Fourth Avenue 

New York 3, New York 


Haines, William 
Thermoid Div. 
H. K. P rter Co. 
Wyatt Building 
Washington, D.C. 


Hastings, Donald M., President 
H. G. Hastings Seeds Co. 

P.O. Box 4088 

Atlanta 2, Georgia 


Heilman, Henry E., Vice Pres. 
Sales International 

B. F. Goodrich 

Akron, Ohio 


W. R. Herod, Vice President 
General Electric Company 
570 Lexington Avenue 

New York, New York 
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Hight, John W., Exec. Dir. 
CNTP, Inc. 

1025 Connecticut Ave., N.W. 
Washington 6, D.C, 


Hilles, Charles D., Jr. 
International Tel & Tel Corp. 
67 Broad Street 

New York 4, New York 


Hitch, J. D., President 
Dorr-Oliver, Inc. 
Stamford, Connecticut 


Hobbs, Claude E., Jr., Counsel 
Westinghouse Electric Corp. 
1000 Connecticut Ave. N.W. 
Washington 6, D.C. 


Hofstetter, Charles A. 
Export Manager 

Ace Fastener Corp. 

3415 North Ashland Avenue 
Chicago 13, Illinois 


Hollis, Stanley E., 
Associate Director 
Dun & Bradstreet Inc. 
99 Church Street 

New York 8, New York 


Honneus, William S, 
Advertising Editor 
Time-Life Incorporated 
Rockefeller Center 
New York 20, N.Y. 


Hughes, Mildred, Exec. V.P. 
Far East-America Council 
of Commerce & Industry 

30 Rockefeller Plaza 

New York 20, New York 


Hunt, George 

Manager, Foreign Trade 
Development Division 

E, I. du Pont de Nemours & Co, 
1007 Market Street 
Wilmington, Delaware 


Jackson, O,A., Vice Pres, 
Foreign Department 
Continental Illinois Nat. Bk 
and Trust Company of Chicago 
231 South LaSalle Street 
Chicago 90, Illinois 


Jeeves, W. Richard 

Vice President & Director 
Overseas Operations 
Parke, Davis & Company 


Joseph Campau Avenue at the River 


Detroit 32, Michigan 


Jones, M. G. 

President and Treasurer 
The Store Kraft Mfg. Co. 
Beatrice, Nebraska 


Kapp, William 

Charles Pfizer and Company 
1l Bartlett Street 

Brooklyn, New York 


Kelly, Rear Adm, T. J. 

Ass.t to Chairman of Board 
Mobil International Oil Company 
150 East 42nd Streei 

Jaw York 17, New York 


Kelly, Waiter J., Vice Pres. 
Muller & Phipps (Asia) Ltd, 
New York, New York 
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Kemp, George A., Manager 
Armour Foods, International 
P.O.Box 9222 

Chicago 90, Illinois 


Koch, George W. 

Director of Federal Affairs 
Sears Roebuck & Company 

Room 1238, National Press Bldg. 
Washington, D.C, 


Krogh, Egil E. 

General Merchandising Manager 
Meier & Frank Co., Inc. 
Portland 4, Oregon 


Lang, Elmer T., Vice Pres. 
American Brass Company 
New York, New York 


Lee, Frederick B. 

Director, Washington Office 
Olin Mathieson Chemical Corp. 
460 Park Avenue 

New York 22, New York 


Lingle, Walter L. Jr. 

The Procter and Gamble Company 
301 East 6th 

Cincinnati 1, Ohio 


Long, Albert L., Vice Pres. 
Republic National Bank of Dallas 
Dallas, Texas 


Long, Edmond E, 

Vice Pres. & Gen. Mgr. 
Goodyear International Corp. 
Akron 16, Ohio 


Lurie, Richard G, 

Editor, American Exporter 
386 Fourth Avenue 

New York, New York 
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Mallen, H. N. 
Chairman of the Board 
Dresser Industries Inc. 
310 N. Ervay Street 
Dallas 1, Texas 


Marshall, C,B. 

Vice President and Director 
Standard Vacuum Oil Company 
1000 Westchester Ave nue 
Harrison, New York 


McCollum, L.F., President 
Continental Oil Co. 

Box 2197 

Houston, Texas 


Mc Ilinay, J. A., Vice Pres. 

The Electric Storage Battery Co. 
2 Penn Center Plaza 

Philadelphia 2, Pa. 


Medernach, Joseph A. 

Asst. to the President 
Moore-McCormack Lines, Inc, 
New York 4, New York 


Meech, Charles B. 

Vice President, International Div. 
Minneapolis-Honeywell Reg. Co. 
Minneapolis, Minnesota 


Messemer, George J. 
Vice President 

{rving Trust Company 
New York, New York 


Mitchell, E.R,, Manager 

The Union Light, Heat & Power Co. 
7th and Scott Streets 

Covington, Kentucky 
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Mobley, Nathan 

Vice Pres. & Director 
Chubb & Son, Inc, 

342 Madison Avenue 
New York, New York 


Moody, S.C, 

Director General 
Cyanamid International 
30 Rockefeller Plaza 
New York 20, New York 


Moore, John D. J. 

Vice President 

W. R. Grace & Company 
New York, New York 


Morris, E.A,, President 
Blue Bell, Inc. 

Jefferson Building 
Greensboro, North Carolina 


Morrison, William S. 

Vice President 

United States Steel Export Co. 
100 Church Street 

New York, New York 


Naylor, G. W. 
Vice President 
Koppers Company 
Pittsburgh, Pa. 


Neidlinger, Lloyd K. 
International Chamber of Commerce 
New York, New York 


Neilson, William LaC., Jr. 
General Sales Manager 
Greenfield Tap and Die Corp. 
Greenfield, Mass. 


Nevermann, H.C, 
McCord Corp. 

2587 E. Grand Blvd. 
Detroit 11, Michigan 


Nichols, James O., President 
American Foreign Insurance Aggy 
150 William Street 

New York 38, New York 


Norquist, R. W. 

Exec. Vice Pres, 

D. K, MacDonald & Co. 
1500 Exchange Bldg. 
Seattle 4, Washington 


Nourse, Tyler 

Electronic Industries Assoc, 
1721 DeSales Street, N.W, 
Washington 6, D.C, 


O'Brien, Joseph 

Assistant to Vice President 
Sterling Products International, In 
1450 Broadway 

New York 18, New York 


O'Halloran, John L., Vice Pres, 
Manufacturers Trust Co. 
New York, New York 


Ortiz, Nestor 
Foreign Affairs Representative | 
Gulf Oil Corporation | 
1700 K Street N.W. 
Washington, D,C, 


| 


Parke, Henry C., President 
Propeller Club of the U.S. 
17 Battery Place 

New York, New York 
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Parker, Rayford R. 
American Bosch Arma Corp. 
Springfield, Mass. 


Patterson, Moorehead, 
Chairman 

American Machine & Foundry 
New York, New York 

(For Mr. C.F, Hood 

U.S. Steel 

New York, N.Y.) 


Patterson, M. H. 

Vice Pres. & Gen. Mgr. 
International Division 
Minnesota Mining & Mfg. Co. 
900 Bush Avenue 

St. Paul, Minnesota 


Patterson, Robert C. 
Vice President 

Bankers Trust Company 
New York, New York 


Phelps, Dudley F., Pres. 

The J. G. White Engineering Corp. 
80 Broad Street 

New York, New York 


Porter, Leslie E., Pres. 
Drake American Corp. 
640 Fifth Avenue 

New York 19, New York 


Radi, T. J., Finance Manager 
General Motors Overseas Operations 
3044 W. Grand Boulevard 

Detroit 2, Michigan 


Rasmussen, Harold W. 
Administrative Vice Pres. 

The Marine Midland Trust Co. 
of New York 

120 Broadway 

New York, New York 


Ridgway, Howard E., Vice Pres. 
The Seven-Up Co. 

1300 Deimar Boulevard 

St. Louis 3, Missouri 


Ritts, Fred M., Gen. Mgr. 
International Marketing Div. 
Armstrong Corp. Co. 
Lancaster, Pennsylvania 


Rutz, William E, 

Exec. Vice Pres. 

Giddings and Lewis Machine Tool Co 
Fond du Lac, Wisconsin 


Ryan, Frank M., Vice Pres. 
Norton Behr-Manning Overseas Inc. 
Worcester 6, Massachusetts 


Sacra, M.R. 
Black & Decker Mfg. Co. 
Towson 4, Maryland 


Sarmento, Armando, President 
McCann Erickson 

50 Rockefeller Plaza 

New York, New York 


Sauer, William T. 
Champion Spark Plug Co. 
900 Upton Avenue 

Toledo 1, Ohio 


Scully, William 
Scully Estates 
P.O. Box 489 
Beatrice, Nebraska 


Seaman, Paul E., President 
Enterprise Marketing Consultants, Inc 
420 Lexington Avenue 

New York 17, New York 
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Seares, Al N., President 
Alderson Associates, Inc. 
3 Penn Center Plaza 
Philadelphia 2, Pa, 


Smiley, Ralph E., President 


Booz-Allen & Hamilton International Ltd. 
1625 Eye Street N.W., Room 622 


Washington 6, D.C. 


Sparboe, A,B,, Vice President 
Overseas Division 

The Pillsbury Company 
Minneapolis, Minnesota 


Spears, Jackson, Vice President 


Burlington Industries, Inc. 
Greensboro, North Carolina 


Statler, Frank L. 
Manager, Export Office 
Allis-Chalmers Mfg. Co. 
724 Wyatt Building 
Washington 5, D.C, 


Sticht, J. Paul, President 
Campbell Soups, International 
75 Memorial Avenue 
Camden, New Jersey 


Stinebower, L.D. 
Standard Oil Co., (N.J.) 
New York, New York 


Stokke, R. B., Treasurer 
Esso Export Corporation 
Esso Standard Oil 

New York, New York 
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Stolk, William C,, President 
American Can Company 

10 Park Avenue 

New York 17, New York 


Struthers, George H., V.P in 
Charge of Merchandising 
Sears Roebuck & Co. 
Chicago, Illinois 


Swingle, William S., Pres, 


National Foreign Trade Council, y 


New York, New York 


Taft, Charles P. 

Headley, Sibbald and Taft 
General Counsel, CNTP 
906 1st National Bank Bldg 
Cincinnati, Ohio 


Taylor, Irving H., Export Dir, 
Aerospace Industries Assoc, 
of America, Inc. 

Shoreham Building 

Washington 5, D.C. 


Thompson, R.C, 

Chairman, Int'l Relations Comm, 
Overseas Automotive Club 
New York, New York 


Tollefson, L. E. 


Douglas Aircraft Company, Inc, | 


Santa Monica, California 


Vest, Mrs. E.N.K. 

Asst. Mgr. for Commerce Dept, 
U.S. Chamber of Commerce 
Washington, D.C. 
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Vetter, E.O. 

Texas Instruments Incorporated 
Post Office Box 7045 

Dallas, Texas 


Whipple, Gaylor C. 

Manager, Foreign Department 
The Quaker Oats Company 
Merchandise Mart Plaza 
Chicago 54, Illinois 


White, Frank X., Vice Pres. 
American Machine & Foundry Co. 
261 Madison Avenue 

New York 16, New York 


Whitman, H. Harold, Vice Pres 
First National City Bank of N.Y. 
New York, New York 


Wilson, R. B. 
Thermoid Division 

H. K., Porter 

Trenton 6, New Jersey 


Wirth, Harold E. 

Director of Washington Operations 
Firestone International Co. 
Washington, D.C, 


Wolf, George S. 
Chairman 


National Foreign Trade Council, Inc. 


New. York, New York 


Woodcock, W.A. Senior V. P. 
Union Carbide International Co. 
New York, New York 


Wright, Maurice H., 

Special Representative, 
Government Dept, 

United States Rubber Company 
1700 K Street, N.W, 
Washington 6, D.C. 


Wyler, E.R, 

Thor Power Tool Company 
250 West 57th Street 

New York 19, New York 


Wibel, John W., President 
Gray Manufacturing Company 
16 Arbor Street 

Hartford 1, Connecticut 


Zoll, F,P., Jr., Manager 
Washington Office 
Libby-Owens Ford Glass Co. 
806 Connecticut Avenue, N, W. 
Washington, D, C, 
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B. List of Government officials participating in the consultative 


workshops, held in Washington, D.C, early in March, 1960 


U.S. Department of Commerce 
Office of the Secretary 
Frederick H. Mueller 


Secretary of Commerce 


Philip A. Ray 
Under Secretary of Commerce 


Don P. Bostwick 
Special Asst, to Asst. Secy 
for International Affairs 


J. H. De Nike 
Chief, Editorial & Research Division 
Office of Information 


Walter A. Edwards 
Deputy Assistant Secretary 
for Domestic Affairs 


Bradiey Fisk 
Deputy Assistant Secretary for 
Internationa! Affairs 


John J. Gain es 
Management Analyst 
Office of the Secretary 


Raiph A. Homan 
iixecutive Secretary 
Trade Policy Committee 


L.&. imboff 
Depuly Director 
Office of Budget & Management 


Richard H. Krause 
Director, Office of Field Services 


Albert Leman 
Director of Information 


R. W. Newland 
Assistant Director 
Office of Field Services 


Carl F. Oechsle 
Assistant Secretary for 
Domestic Affairs 


Nathan Ostroftf 
Assistant General Counsel 


Bureau of Foreign Commerce 
Charles F. Boehm 
Acting Deputy Di rector 
Office ot Trade Promotion 


Walter C. Clyde 
Acting Director 


Commercial Intelligence Division 


H. J. Dempsey 
Deputy Director 
Trade Development Division 


Faye Forbes 
Press Information 
Publications Staff 


A Fox 
Economist 
International Resources Staff 


Carl N. Gibboney 
Director, Publications Staff 
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Bureau of Foreign Commerce (Cont) 
ames F. verty 
Commercial Intelligence Division 


Rene Lutz 
Deputy Director 
Office of Economic Affairs 


Loring K. Macy 
Director 
Bureau of Foreign Commerce 


E.E. Schnellbacher 
Director 
Office of Trade Promotion 


Robert E. Simpson 
Director 
Office of Economic Affairs 


Business & Defense Sces Admin. 


Thomas C. Clark 

Assistant Director 

Scientific Motion Picture and 
Photographic Products Division 


A. B. Clunan 
Containers and Packaging Division 


S. C. Compher 

Chief, Material Handling & Special 
Industrial Equipment Branch 
General Industrial Equipment and 
Components Division 


George R. Davis, Director 
Automotive & Transportation Div. 


Darwin De Golia 
Foreign Service Officer 
Food Industries 


Peter W. Delahery 
Management Staff 


Thomas W. Delahanty 
Motion Picture & Photographic 
Products Division 


George R. Donnelly, 
Scientific Motion Picture and 
Photographic Products 


Joseph A. Fox 
Press Officer 


Milton R, Frank, Chief 

General Services Equipment Branch 
General Industrial Equipment & 
Component Division 


Sidney Gertler, Industrial Analyst 
Building Materials Division 


Burdett Gibson, 

Assistant Director for Mining 
Machinery 

Agricultural Construction Mining 
and Oil Field Equipment Division 


Nathan D,. Golden, Director 
Scientific, Motion Picture and 
Photographic Products Div. 


F. L. Graf 
Advisor to Director 
Electrical Equipment Division 


E. J. Hand, Director 
Power Equipment Division 


D. A. Hendrick 

Chief, General Components Branch 
General Industrial Equipment & 
Component Division 
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Bob Howe 
Agricultural Construction Mining 
and Oil Field Equipment Division 


Herbert Hughes 
Deputy Administrator 


C. F. Hughite 

Director 

General Industrial Equipment & 
Components Division 


Anne M. Jacks 
Printing and Publishing Industries 
Division 


F, M. Johnson 

Assistant Director 

Agricultural Construction Mining 
and Oil Field Equipment Division 


Loweil Kilgore 
Director 
Chemical and Rubber Division 


Wesiey R. Koster 
Chemical & Rubber Division 


Charles A. Lewis 
Director 
Containers & Packaging Division 


William A. Meissner, Jr. 
Director, Copper Division 


John W. Menefee, Jr. 
Industmai Specialist 
T 


Genera! Industrial Equipment 
& Components Division 


Percy F, Minister 

Industrial Specialist 

General Industrial Equipment 
& Components Division 


John H. Mills 
Consultant, Advisor to the 
Director, Copper Division 


W. L. Neubrech 
Assistant Director 

Pulp & Paper Branch 
Forest Products Division 


James M. Owens 
Director 
Forest Products Division 


Charles H. Pearce 
Industrial Specialist 
Containers and Packaging Divisy 


W. L. Rippeteau 
Chemical & Rubber Division 


Cc. B. Ross 
Scientific Motion Picture and 
Photographic Products Division 


Jacob M. Schaffer 
Director 
Food Industries Division 


J. G. Schnitzer 
Director 
Leather Shoes and Allied Produ 


Division 


Robert Schoenfeld 
Business Analyst 
Office of Distribution | 
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Ernest C. Shaffer 
Communications Industries Division 


A. A. Snow, Sr. 
Director 
Aluminum & Magnesium Division 


J. H. Styer 
Chief, Products & Facilities Branch 
Aluminum & Magnesium Division 


A. Henry Thurston 
Director 
Textiles and Clothing Division 


Louis A. Traxel 
Coordinator-Export Trade Promotion 
Conferences 


Mason Turner 

Assistant Director 

Containers & Packaging Division 
Howard E. Way 

Assistant to Director 

Electrical Equipment Division 


Leonard Weirich 


Chief, Organic Chemicals & Drugs Branch 


Chemical & Rubber Division 

William A. White, Sr. 

Administrator 

Business & Defense Services Admin. 


F. H. Winget 


Automotive & Transportation Equip. Div. 


Office of Business Economics 
. |. Meehan 
Director 


FOREIGN COMMERCE STUDY 


Bureau of the Budget 
W. H. Bozman 
Budget Examiner 


J. J. Eigenmann 
Deputy Chief, Commerce & 
Finance Division 


Export-Import Bank of Washington 
° owntree 
Chief, Economic Division 


U.S. Information Agency 
Fitzhugh Green 
Chief, Private Enterprise Division 


Small Business Administration 

ilfor . White, rector 
Office of Management & Research 
Assistance 


State Department 
Douglas Dillon, Under Secretary 


Felix S. Bloch, Research Analyst 
Functional Intelligence Division 


C. W. Adair, Jr. 
Deputy Assistant Secretary 


Treasury Department 


julian B. Baird 


Under Secretary 
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C, A list of members and guests of the L.A. CoC World Trade 
Committee participating in the subsidiary Los Angeles Conference, 


held on March 22, 1960, 


Ahone, V.M. 

Assistant Cashier 

Bank of America 

649 So. Olive 

Los Angeles, California 


Arnoti, Egon S, S, 


Industrial Superintendence Co. 


Los Angeles, California 


Baker, George S. Jr., Pres. 
Western Ogden Purifier Corp. 
7906 Santa Monica Blvd. 
Hollywood 46, California 


Baer, John J. 

Southwest Steel Rolling Mills 
9901 S. Alameda Street 

Los An geles, California. 


Baker, Louis R 
Greenbaum, Baker & Assoc. 
403 W. 8th Street 

Los Angeles, California 


Bates, Edwin 

Department of Commerce 
1031 So. Broadway 

Los Angeles, California 


Birchard, B.L. 

Hoffman Electronics 
3761 S. Hill 

Los Angeles, California. 


-_—— 


Campbell, Robert 
Pocair, Inc. 
Burbank, California 


Connelly, Bob 

Bray Oil Company 

3344 Medford 

Los Angeles, California 


Caplin, Jack M. 

Zebray Developments 
8910 Venice Boulevard 
Culver City, California 


Cheverton, Harvard W, 
Security First Nat. Bank 
Los Angeles, California 


Cummings, R. B. 
McKee & Co, 

530 W. Sixth Street 

Los Angeles, California 


Clare, Clare M., Vice Pres, 
Travel Center, Inc. 

649 So. Olive 

Los Angeles, California 


Carlson, William 
Assistant District Mgr. 
S.A.S., 

8929 Wilshire Boulevard 
Los Angeles, California 
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Muncan, Bruce, President 
gruce Duncan Co., Inc, 


354 S. Spring 
Los Angeles 13, California. 


Davis, Van Noy 
Traffic Manager 
Revell Inc. 

4223 Glencoe Ave. 
Venice, California. 


Donnavant, Norman 
Vice President 
Commercial News 

1146 No. Vermont 

Los Angeles, California 


Donnelly, J. L. 

Sales Manager 

J.T. Thorpe, Inc. 

998 East 2nd Street 

Los Angeles, California 


Denis, Albert D. 
1815 Miriam Avenue 
Alhambra, California 


Duncan, Al 

Albert E. Duncan 

3757 Wilshire Boulevard 
Los Angeles, California 


Embshoff, Julian 
Citizens National Bank 
Sth & Spring Streets 
Los Angeles, California 


Edmonds, Charles B. 
Transworld Airlines 

620 W. 6th Street 

Los Angeles 17, California 


Flaherty, G, Vice Pres, 
American President Lines 
900 Wilshire Boulevard 
Los Angeles, California 


Fraser, Bill 

W. D. Fraser 

257 So. Spring 

Los Angeles, California 


Finkelstein, Ruben 
Southwest Steel Rolling Mills 
9901 So. Alameda St, 

Los Angeles, California 


Gibson, A.B, 
A.T.& S.F. Ry Co. 
Los Angeles, California. 


Graffin, John C. 

U. S. Department of Commerce 
1031 So. Broadway 

Los Angeles, California 


Glad, Edward N., Partner 
Lawrence & Tuttle 

354 So. Spring Street 

Los Angeles, California 


Grubbs, D. L. 
Molehouse-Cowles, Inc, 
1150 San Fernando Road 
Los Angeles 65, California 


Hart, Edward W, 
Albert E, Duncan 
3757 Wilshire Boulevard 
Los Angeles, California, 


Hefferlin, M., Vice Pres. 


Bank of America 
Los Angeles, California. 
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Helfenberger, Leo C., V.P. 
Union Bank 
Los Angeles, California. 


Henck, George H. 

Air France 

510 W. 6th Street 

Los Angeles, California 


Henry, John R. 


U.S. Borax & Chemical Corp. 


630 Shatto Place 
Los Angeles 5, California 


Hadson, Norman 
Southern Pacific Co. 
Los Angeles, California 


Hundal, J.S, 

Air-India 

943 So. Olive 

Los Angeles, California 


Jalovec, John J. 

Nion Export Corp. 

1001 No. McCadden Place 
Los Angeles, California 


Keesey, Ernie 

Globe Wireless Ltd. 
215 W. 7th Street 

Los Angeles, California 


Kleist, A.D. 

Sales Manager 

Pacific Far East Line, Inc. 
612 So. Flower Street 

Los Angeles, California. 


Kohner, John 

Morehouse International 
1150 San Fernando Road 
Los Angeles 65, California 


Kruckman, Walter 

Port of Los Angeles 
1300 City Hall 

Los Angeles, California 


Larson, R. W. 
Loretz & Co. 
Los Angeles, California 


Lunau, Eric 

McKinsey & Co., Inc. 
612 So. Flower Street 
Los Angeles, California 


Lopez, Luis 

Essick Mfg. Co. 

1950 Santa Fe Avenue 
Los Angeles, California 


Linder, Doris 
Transmarine Navig. Corp. 
812 Wilshire Boulevard 
Los Angeles, California 


Lozier, Marjorie L. 
Carmichael Forwarding Sce 
406 So. Main 

Los Angelés, California 


Lockett, William J. 


) 


U.S. Department of Commerce | 


1031 South Broadway 
Los Angeles, California 


Martin, Carl 

PF. EL. 

612 So. Flower 

Los Angeles, California 


Mills, George C. 
Balfour, Guthrie & Co. 
530 West 6th Street 

Los Angeles, California 
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Munoz, Paul R. 
Los Angeles, California 


Mattson, V.E. 

Van Camp Sea Food Inc, 

840 Van Camp St. 

Port of Long Beach , California 


Maier, Lewis B. 

Union Bank 

760 So. Hill Street 

Los Angeles, California 


McDonald, F, E, M, 
Denver Chicago Trucking Co. 
Denver, Colorado 


Morehouse, Dale 
Morehouse Ind., Inc. 
1150 San Fernando Road 
Los Angeles, California 


O'Neil, P.H. 

Patrick H. O'Neil 

712 So. Olive Street 
Los Angeles, California 


Peralta, E. D. 

Western Union International 
745 So. Flower 

Los Angeles, California 


Pulfer, Russ 

D.C. Trucking Co. 

4500 Bandoni BI 

Los Angeles 22, California 


Reisch, Arthur L., 
California Bank 
Los Angeles, California 


Sheltaby, R. K. 

Los Angeles Times 
202 W. first Street 

Los Angeles, California 


Shore, Wen dell 
Superior Honey Co. 
Southgate, California 


Shostak, Marjorie M. 
Stein & Shostak 

608 So. Hill Street 

Los Angeles, California 


Smoot, L.P., Pres. 
Morehouse Ind, Inc. 
1150 San Fernando Road 
Los Angeles, California 


Sevier, Dale D. 

RCA Communications, Inc. 
610 So. Broadway 

Los Angeles, California 


Tsukamoto, M. 

Vice Consul of Japan 
510 W. 6th Street 

Los Angeles, California 


Wasselle 
The Rust Engineering Co. 
Washington, D.C. 


Weigley, David S, 
McKinsey & Co., Inc, 

612 S. Flower 

Los Angeles 17, California 


Walker, Richard F. 
Los Angeles, California 
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Worms, Bernard 
Sims-Worms, Inc. 

120 E. 8th Street 

Los Angeles, California 


Wetzig, Ernest K. 

Cannon Electric Co, 

3208 Humboldt Street 

Los Angeles 31, California 


Williams, Robert J. 
Channel House Co, 
406 So. Main Street 
Los Angeles 13, California 








